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To the average layman, Hongkong 
must appear a bit of a riddle. There 
are no large industries within its bor- 
ders; in size it is one of the smallest 
British Colonies: there are no large 
mines. It doesn’t seem to make any~ 
thing, it doesn’t seem to produce any- 
thing. Indeed little over a 100 years 
ago it didn’t exist. It was a barren is- 
Jand harbouring a few pirates who 
used to prey on the ships going to and 
from Canton. And yet today its har- 
bour is teeming with ships from all the 
four corners of the earth; a thousand 
airplanes use its airport monthly: it 
has a population of nearly 2 million 
people and the total value of its import 
and export trade is greater than that of 
the whole of China. It is the largest 
city in the British Colonial Empire. It 
js one of the great cities of the world. 
Well might the ordinary observer ask. 
where did it come from? Asia seemed 
to get along all right without it a cen- 
tury ago. What brought Hongkong 
jnto existence and wherein lies the 
secret of its phenomenal success? 


Its geographical situation, the ethnic 
qualities of the peoples who have made 
their homes in Hongkong have con- 
tributed in part, but it has been its 
attachment to the British Empire which 
has been in the largest measure respon- 
gible for Hongkong’s position in the 
commercial world at the present day. 
The Empire gave it protection, good 
government, law and order, stable and 
responsible finance and at a_ later 
period preferential help in marketing 
the products of local industries. 


The value of, Hongkong’s imports is 
running at about £120 million and its 
exports about £94 million per year. 
Speaking very broadly it is, as in most 
Far Eastern countries, an exchange of 
the raw materials of Asia for the 
manufactured goods of America and 
the Western countries of Europe. Of 
the imports some £33 million. or 27% 
come from the Empire, while exports 
to the value of £23 million or about 
26% of the whole are sent to the Em- 


pire. Before the war the percentage 
of trade with the Commonwealth was 
a little higher, but owing to shortages 
of various commodities, especially in 
the Home Country, as a result of the 
war, Asia has not been able to get as 
much of the production of the British 
Empire as it would have liked. Never- 
theless, trade to the value of £56 mjl- 
lion is still considerable. 


Not unnaturally our largest customer 
in the Empire is eur nearest Imperial 
neighbour, Malaya, which is taking ex- 
ports to the value of £15 million fol- 
lowed by the United Kingdom which 
absorbs goods to the value of £4 mil- 


lion. Other important markets for 
goods despatched from Hongkong are 
Australia and India. The United 


Kingdom which sends us merchandise 
to the value of about £6 million, is the 
major supplier of commodities to Hong- 


kong, followed by Australia, Canada, 
and India. 
What kind of commodities do we 


send to and get from these countries? 
Our major exports to the United King- 
dom are vegetable oils, wolfram ores, 
while in return the United Kingdom 
sends us machinery, textiles, and other 
manufactured articles. To Malaya we 
send foodstuffs, textiles and manufac- 
tured articles, receiving in return rub- 
ber, cocoanut oil. tin and timber. India 
sends us gunnybags, raw cotton and 
some manufactured textiles. Canada 
sends us newsprint, aluminium ware, 
and fruit, while Australia supplies raw 
wool, foodstuffs, particularly flour and 
meat. To Australia we send vegetable 
oils, tea and textiles. 


To take a few of the Empire coun- 
tries, however, in this manner and show 
a breakdown of the trade which is 
done with them, tends to cloud the real 
extent of Hongkong’s trade with the 
Commonwealth. Hongkong is a world 
commercial centre and it is not there- 
fore surprising to find that the Colony 
has some trading connections with 
practically every part of the Empire. 
That goods should be shipped to the 


larger Dominions, is perhaps to be ex- 
pected, but with most of the smaller 
colonies Hongkong has trading rela-. 
tions. From Cyprus to Fiji, from 
Trinidad to Mauritius, merchants are 
familiar with commodities which have 
at some time of their voyage from 
producer to consumer passed through 
Hongkong. Since the end of the War, 
a lively trade has grown up between 
Hongkong and the West Indies, while 
the East and West African markets are 
becoming increasingly important to the 
Far East. Indeed in the variety of the 
products it handles, and the parts of 
the Empire with which it.trades, Hong- 
kong probably ranks second only to 
London among the commercial metro- 
polis of the Empire, 


Hongkong as an Entrepot 


There are, however, some distinctive 
features about Hongkong’s trade which 
should be explained. When one speaks 
about a country’s trade, most will, no 
doubt, have in mind the exchange of 
commodities against commodities. For 
example, England sends machinery, 
cotton goods or coal overseas and re- 
ceives in return the food for her people 
and raw cotton for her mills. But the 
cotton goods, the coal and the machin— 
ery, which she exports, have all come 


- from the mines and factories of Britain. 


But there are other processes involved 

before an article which has been made: 
in the factory, reaches the consumer. 

Take for example a cigarette lighter: it: 
has to be transported to the ship and 

brought to you. When it is om the 
ship it is probably insured against loss. 

It has to be paid for through a very 

complicated financial system carried on 

by Banks. It may have had to be repack- 
ed into smaller parcels before it finds 

its way into the shops, It was probably . 
bought by a wholesaler, who in turn 
sold it to a dealer before it reached 

the hands of the retailer who sold it 
to you. All these supplementary ser- 
vices are lumped together by econom- 

ists under the heading of “distribution”, 

they form the essential services which 

have to do with the marketing of goods 

once they are made. 


‘Hongkong produces very little. We 
have some excelJlent dockyards, and 
some thriving light industries but: the 
total amount of’ wealth which they 
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bring to the Colony is not very great. 
The bulk of Hongkong’s income is 
derived from the payments received 
for “distributing” or helping commodi- 
ties which have been produced in one 
area to reach the consumers in another 
area. This function of distribution is 
extremely important and “provided that 
the volume of trade is large enough, it 
can be, and has been to Hongkong, very 
profitable. I like to think of com- 
merce as an upturned bicycle wheel. 
The wheel represents goods which have 
been produced, and the distributor is 
the person who sets the wheel in mo- 
tion by flicking it with his finger. The 
more places he can touch the wheel 
the faster it will revolve and each time 
he touches it a little smear of dirt 
comes off on his finger: that little piece 
of dirt is the _distributor’s reward for 
keeping the wneel in motion, 


In the century of its existence Hong- 
kong has successfully developed to.a 
fine art this capacity of keeping the 
wheels of commerce turning. The dis- 
tributor has to find the commodities 
which require selling, and he has to 
know the markets which can absorb 
them. He is the broker who brings the 
man who- has something to sell into 
contact. with the man wno wants to 
buy. In addition he has to arrange for 
the transport of the goods from one 
party to the other, and he has to see 
that the goods are properly paid for 
and that they are delivered without 
loss. Distribution is, therefore, a very 
important function in the commercial 
world and it is because Hongkong has 
become expert in the provision of 
banking, insurance, shipping and tran- 
shipment facilities and that these are 
practised on such an extensive scale 
that Hongkong has become a mighty 
commercial metropolis in the Far East. 


Another feature of the trade of 
Hongkong is that of the total volume of 
commodities passing through Hongkong 
only a fraction remains in the Colony 
to be consumed here. Hongkong is 
like a huge warehouse. Goods come 
in at one door and leave by another. 
They often come in in bulk and leave 
in smaller quantities, but it is in this 
enormous warehouse that they are 
sorted and sent on to their final des- 
tination, 


No merchant is compelled to send 
his goods to Hongkong. They must be 
attracted here by the facilities which 
we can offer. Consequently, unless 
merchants can be assured of fair play, 
an uninterrupted movement of com- 
modities, and a safe and stable environ- 


‘ment, they will by-pass Hongkong 
when shipping their goods from one 


point to another. Consequently, we 
are all of necessity free traders in this 
Colony. 


You will see that the economic im- 
portance of Hongkong is not therefore 
confined merely to the value of goods 
which are bought from.and sold to the 
countries of the Empire. Hong- 
kong can, and does, by means of 
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the services it renders earn a great 
deal more than is recorded in its trade 


returns. These ‘invisible’ items as 
they are called, are responsible for 
Hongkong’s prosperity and are the 


commercial wealth at the 

The many large Banks, 
Insurance. Companies, Shipping Com- 
panies and godowns in Hongkong all 
testify to the tremendous importance 
which the distributive functions of 
trade occupy in this Colony. 


basis of its 
present day. 


I have dwelt at some length on the 
distributive side of trade because this 
part of commercial activity is a frail 
and sensitive element. Productive re- 
sources find it difficult to move their 
place ot operations. A coal mine 
situate in China must stay in China, 
but a bill of exchange seeking to be 
discounted may flit where it will. 
Thus, you will readily see that it is 
these intangible factors such as con- 
fidence created in a State, the faith 
which a commercial man has in the 
Government administration and the 
general knowledge that because all has 
been well it will continue to be good, 
which attract these highly volatile dis- 
tributive functions to Hongkong and it 
is because Hongkong is part of the 
Empire that business-men have a con- 
fident belief in its continuing stability. 


Cross-Roads of the Pacific 


The economic importance of Hong- 
kang to the Empire, however, is en- 
hanced by virtue of the markets which 
Hongkong serves inthe Far East. Hong- 
kong is situate at the cross-roads of 
the western Pacific: it is the Charing 
Cross of Eastern Asia. To the north 
lie Japan and Korea, the west China, 
to the east the Philippine Republic and 
to the south French Indo-China, Siam, 
Malaya, and Indonesia. The total 
population of all these countries is 
about 700 million people: more than 
the whole of Europe, more than the 
whole of North and South America put 
together. If it were given adequate 
purchasing power, the market repre- 
sented by these countries could con- 
sume untold quantities of goods manu- 
factured within the Empire. | Even 
with its present limited income for 
spending overseas it still represents a 


market of tremendous size. In this 
area Hongkong commands from an 
economic point of view, a strategic 


position. Its merchants can spread 
their nets and gather in the produce of 
these millions of workers, and in turn 
the same merchants can bring the pro- 
ducts of Empire countries to these 
same countries. 


But you might say, British merchants 
could do that anyhow. There is no 
Hongkong in South America and yet 
British trade seems to thrive in that 
area. This begs the question. There 
is an advantage in having a commer- 
cial base from which to conduct opera- 
tions. There is an advantage in being 
set in the centre of a market and not 
in its fringe, as would be the case if 
there were no Hongkong. It is the dif- 
ference between having an organisation 


on the spot and having to conduct long 
range operations from a distant base. 
Moreover, there is a tremendous ad- 
vantage in working from an environ- 
ment which is run with the traditional 
British fair-mindedness and  non- 
discrimination. British commerce hav- 
ing to work in foreign territories and 
under foreign jurisdictions, is subject to 
the laws of those nations. These may, 
of course, be excellent—and they may 
not. There may be nationalistic dis- 
crimination, if net openly on the statute 
book, nevertheless practised pretty 
effectively in the day to day adminis— 
tration of Government departments. 
These may be obnoxious restrictions or 
unjust taxes and representations by 
foreign concerns against these may pass 
unheeded. ‘British business must tend 
to gravitate to those areas where busi- 
nessmen know that the legal and ad- 
ministrative systems which they have 
experienced elsewhere and found help- 
ful, predominate. In Hongkong there 
is fair and equitable treatment for all 
nationals. The American, the trader 
from the continent of Europe, the 
African and the Asian all stand equal 
before the law, and just as important, 
equal before any government depart- 
ment. There are no special favours 
for the British: the regulations govern- 
ing the administration afe well known, 
they can be changed only by due pro- 
cess of law and not by the whim of a 
Government official. The currency is 
stable. So a trader knews the terms 
on which he can contract and he has a 
reasonable assurance that the general 
rules which prevail when he made his 
contract will not be _— substantially 
changed before his contract is brought 
to fruition, Commerce requires a 
stable environment in which to thrive 
and the British way of Government 
appears to be more successful than most 
in providing that atmosphere which 
gives confidence to men engaged in 
trade. 


And so it is that Hongkong has at- 
tracted men from all continents and 
most countries to its borders. It is a 
modern Venice where the British busi- 
ness-man meets in daily contact his 
American, Portuguese, Chinese, or In- 
dian counterpart, and where each can 
transact his business to the pro- 
firs OL” “ate If there were no 
Hongkong, British business would hawe 
to fall back on Singapore and it seems 
obvious that the commerce of the Em- 
pire in this part of the world could not 
be so great in volume if it were con- 
centrated 1000 miles further. south. 


Knowledge of the Market 


But modern business is not merely 
the bartering of one commodity for an- 
other. In modern times the specialised 
knowledge of “the market” is of great 
importance Agents and correspondents 
must be sent overseas to develop new 
lines and to keep a finger on the pulse 
of the market. No merchant wishes to 
send ‘his goods to an area unless he 
knows that there are purchasers wait- 
ing at the other end. As new lines are 
developed producers in the Home coun- 
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‘tries want to know of the \possibilities 
of sales overseas. So commercial in- 
telligence systems are developed. And 
like military intelligence, such special- 
ised knowledge is of most value when 
gathered on the spot. The best place 
to lay hold of commercial intelligence 
is at the centre of the market and 
Hongkong provides such a centre. 


I have mentioned above Hongkong’s 
special position as a broker in the trade 
between the Empire and the outer 
world. Hongkong merchants put out 
their feelers in the markets of the 
world. They have proved particularly 
adept in the art of finding those who 
have goods to sell and those who would 
wish to buy and in bringing the two 
together. There has been a particular- 
iy interesting example of this during 
last year. It is only a few months ago 
since a Chinese merchant came into 
my office and told me that he had a 
small ship laden with merchandise 
coming down from North Korea and 
asked if it would be in order if he 
brought it to Hongkong. He had been 
snooping around in this forgotten cor- 
ner of the world and found that the 
people there had something to offer 
other countries if only someone could 
introduce them to the buyers. So 
what this Hongkong merchant started 
has developed into a flourishing trade 
‘with North Korea, and the worid. as 
a whole is better for it. I quote this 
illustration to show that the honest 
broker is a distinct asset to any com- 
munity. The Empire (and indeed the 
world) is doing trade which would not 
be done, or would be done in lesser 
‘volume, if Hongkong did not exist and 
the benefits of the work done by Hong- 
‘kong do not fall merely upon the peo- 
‘ple of this Colony: they are shared by 
the Empire in particular. 


Another feature of Hongkong post 
war trade has been that the emphasis 
has shifted from being primarily an 
entrepot for trade to and from China 
to being an entrepot for the whole of 
the Far East. Countries in the Far 
East wishing to buy, oft-times find it 
quicker to purchase from a stock held 
in Hongkong in preference to sending 
an order to the manufacturer direct in 
another continent. So Hongkong is 
tending to hold stocks on inventory 
account, not merely for the purpose of 
‘supplying the Chinese markets, which 
have tended to fade away, but to meet 
the demands of French Indo-China, 
Indonesia, Japan and Siam at short 
notice. To provide facilities for quick 
trade in this way means more and bet- 
ter commerce in the Far East, but no 
merchant is going to hold stocks in a 
warehouse unless he is assured that 


his stocks will be reasonably _ safe. 
Because Hongkong is part of that 
greater whole we call the Empire, 


there is confidence among merchants 
that here safety for person and mer- 
chandise will be found, and-so Hong- 
kong’s. commercial importance is en~ 
hanced and with it the value of this 
Colony to the Empire. 
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Prospects and Outlook 


And what of the future? There are 
those who look at Hongkong from 
afar and feel that the sellers market 
which existed in Asia following the war 
has been responsible for Hongkong’s 
prosperity and that it cannot lapt. 
True this has helped but why should 
Hongkong have been singled out for 
special favour? A more critical analy- 
sis of Hongkong’s post war boom will 
show that the deciding factor has been 
the sheer hard slogging, the enterprise 
and the tenacity of its merchants, and 
above all that, backed by that adminis- 
trative integrity which is common to 
all territories in the Empire, we have 
built an oasis of peace and security in 
an area where these features have not 
generally been re-established since the 
Japanese were turned out. The easy 
profits of the last two years have al- 
ready passed away but the hard core 
of determination to keep after trade 
is, and always has been, the decisive 
factor which makes Hongkong’s com- 
mercial machine tick. There is no 
evidence that this quality of its mer- 
chants is on the wane. 


It is a truism to state that commerce 
cannot in the long run benefit only one 
party if carried on on a free and equal 
basis: it must bring profit to both sides. 


A prosperous and commercially strong 
Hongkong must mean that a greater 
volume of trade is flowing through our 
waters and that others must be sharing 
in that prosperity. But the flow of 
trade does receive a fillip from cul- 
tural, from ethnic and from political 
ties with other countries and so Hong- 
kong naturally tends to look to the 
other members of the Empire. The 
importance of Hongkong to the Empire 
is not limited to matters in the econo- 
mic field, and it would be wrong to 
indicate that Hongkong means nothing 
more to the Empire than a trading out- 
post. But I have chosen to emphasize 
this aspect because we are a mighty 
commercial city and Hongkong’s com- 
merce is the outstanding feature of its 
activities. As John Bull’s other island 
on the farther side of the world it is 
the final link which joins the Empire 
to the Far East. If that link were to 
be broken or discontinued, the com- 
mercial connection which holds _ the 
Empire to the Far East would be, in a 
large measure, weakened to the dis- 
advantage not only of the Empire but 
of Asia as a whole. As the Far East 
develops, and develop it must, the 
economic importance of that final link 
will develop proportionately. It is our 
job to see that we do not fail those who 
have a right to expect much from us. 
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Hongkong’s Trade in 1948 


(Report by Hongkong Government.) 


ngkong produces relatively little 
San Aer an borders compared with 
the vast quantities of proaucts Hee 
other lands which are brought here ot 
storage, sale and transhipment ene 
which have made the Colony one 3 
the world’s greatest international marts 
and the leading entrepot for the Far 
East generally. The Colony enjoyed 
‘another boom year in trade during 1948, 
the total value of import and export 
trade exceeding £228.7 millions sterling 
as against £172.9 millions sterling in 
1947, an increase of approximately 
32%. The total value of imports of 
merchandise was over HK.$2,000 mil- 
lions as against about $1,500 millions 
in 1947, an increase of 34%; the total 
value of exports was over $1,500 millions 
as against HK.$1,200 millions in 1947, 
an increase of approximately 80%. 

It has not been pessible to satisfy 
the demand for consumer goods, which 
has existed in the Far East since the 
elose of the war, and the high level 
of productivity prevailing in the in- 
dustrial countries has maintained a 
steady and. effective demand for the 
raw materials of the Far Kast, 
‘Throughout the year, there has been an 
influx of capital from China to Hong- 
-kong, no doubt attracted by the more 
stable political conditions existing here, 
and while much of this has continued 
to exist in liquid form, some of it has 
sought an outlet in investment in new 
building construction both domestic and 
findustrial, and in new equipment for 
factories already established. 

At the beginning of the year there 
were heavy imports, a large proportion 
of which had originally been destined 


for China but which could not gain 
entry into that -country because of 
import restrictions, and these goods 


were diverted to Hongkong for storage 
and ultimate disposal. Consequently, 
Hongkong jn the earlier months of the 
year had an over-bought position in 
commodities which led to a fall in 
prices and a small recession in trade 
in the middle of the year. Toward the 
end of the year an opportunity to 
liquidate these stocks was presented 
when supplies from America fell away 
owing to the shipping strikes in that 
country. Nevertheless, a number of 
mushroom firms which had come into 
existence after the war were not able 
to stand the strain of the recession and 
faded out. The Hongkong internal com- 
mercial position is rapidly reverting to 
its pre-war pattern in which trade is 
dominated by the older established and 
more financially secure merchant house. 

A number of interesting features 
were prominent in the trading ‘position 
throughout the year. On the import 
side, textile fabrics led the way, followed 
by yarn, hydro-carbon oils. manufac- 
tured articles, cereals, chemica] ele- 
ments, and vegetable oils. In exports, 
textile fabrics pre-dominated but there 
were large exports of vegetable oils, 
manufactured articles, and manufactures 
of base metals, 


The main sources of imports in round 
figures (in millions) during 1948 were 
China ($430), United States of America 
($387), United Kingdom ($300), and 
Siam ($96) and the main destinations 
of exports were China ($280), Malaya 
($204), U.S.A. ($152), Siam ($140), 
Philippines ($1386) and Macau (186). 
Imports from the British Commonwealth 
totalled $579 millions, an increase of 
no less than 30% over 1947, and are 
now 27% of the total imports. Exports 
to the .Commonwealth totalled $411 
millions, an increase of 14.7%, and are 
now 26% of the total exports. Imports 
from the United Kingdom were almost 
double those of the previous year and 
other large increases in imports ‘were 
recorded from Italy, Japan, N.E,IL, 
Siam, Sweden, Holland, Korea, Macau 
and the U.S.A. Imports from the U.S.A. 
in fact increased to such an extent that 
they almost equalled those from the 
whole of China. Exports to the Philip- 
pines increased over two-fold as the new 
Republic became Hongkong’s fifth 
largest customer. A lively trade sprang 
up with Korea which has become an 
important source of supply and an 
equally important market for Hong- 
kong. Before the war when Korea was 
a Japanese possession, trade between 
that country and Hongkong was negligi- 
ble. Ags political conditions improved in 
South-East Asia, trade began to move 
in larger volume. In particular, trade 
with Indonesia showed marked gains 
as imports were nearly twice the amount 
for the previous year while exports 
also increased considerably. 

The most disturbing feature of Hong- 
kong’s trade was the genera] decrease 
in the trade with China. While some 
increase was recorded in trade with 
North China, trade with South China 
fell away rapidly. Before the war, about 
40% of Hongkong’s trade was with 
China, and this has now been reduced 
to less than 20%. Imports from China 
generally were about equa] to those of 
1947, while exports showed a_ slight 
improvement. The disturbed political 
conditions in China and the stringent 
import controls were responsible for the 
grave reduction in Hongkong’s trade 
with her great neighbour. It had been 
hoped that there would be some im- 
provement in the interna] situation in 
China, but these hopes did not materi- 
alise and it would appear that no 
improvement in the China trade can be 
expected in the near future. In contrast, 
tradg with Japan, in spite of the many 
administrative difficulties, went from 
strength to strength. Imports totalled 
almost $79 millions while exports were 
nearly $50 millions. 

Imports from U.S.A. showed a con- 
siderable increase. This was to be ex- 
pected since the Far East continues to 
make heavy demands on America for 
manufactured goods of all kinds. Trade 
with Australia and Canada also showed 
big increases both in imports and ex- 
ports particularly of manufactured 
products. There is still a shortage in 
many lines of manufactured. goods 
particularly capital equipment. While 
there is a growing tendency to look to 
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the sterling area for such commodities, 
nevertheless, it would appear that the 
Far East will continue to lean on the 
United States for some time to come. 
The freedom of mevement of com- 
modities and the absence of restrictions 
on trade with the sterling area are 
proving a big attraction in increasing 
the trade in the Colony with the Cbm- 
monwealth, and sales ef local products. 
in the Middle East, British Africa and 
the West Indies have been an encourag- 
ing feature of the trade during 1948. 
Profits have remained good through— 
out the year, and there has been, in 
local trading circles, an easy-money 


’ position. There is much capital in the 


Colony awaiting investment but dis- 
turbed political conditions throughout 
the Far East have tended to discourage 
long term investment in favour of hold- 
ing funds in a more liquid condition, 


HONGKONG STATISTICS 


Following are some relevant statis- 
tics of 1948 as compiled by Hongkong 
Government. 

Feople 

The population of Hongkong is esti- 
mated to be 1,800,000 and is greater 
than that of New Zealand. 47,475 peo— 
ple were born in 1948 and only 13,434 
died. In 1940, 45,064 were born and 
61,010 died. The number of infants 
deaths per 1,000 live births was 104.7 
as against 119 in 1947, 109 in 1946, 327 
in 1940 and 617 in 1931. 

Just under two million people enter-- 
ed and just over two million people left 
the Colony by rail, sea and air during 
1948. Records are not kept of those 
who enter or leave by road. The num- 
ber is comparatively small. Air traffic 
was about 2% times that of 1947. Over 
14 thousand aircraft (5,486 in 1947) 
carrying more than a quarter of a 
million passengers (81,815 in 1947) and 
1.7 million kilograms of freight (845,- 
652 in 1947) arrived at and departed 
from Kai Tak airfield. This represents 
a traffic two thirds of that of Heath 
Row (England). Over 3% million 
people were carried on the British Sec- 
tion of the Kowloon Canton Railway, 
an increase of more than ‘a third over 
1947. Nearly 88 million passengers 
travelled on the Tramway, 21% million 
more than in 1947 and 8 million more 
than in 1941. Buses travelled for 12% 
million miles, a distance equal to 500 
times round the word and carried 76% 
million passengers. Ninety thousand 
people per day crossed the harbour by 
the Star Ferry in December 1948, three 
times the pre-war number. During the 
whole year over 26 million people were 
carried in 108,000 harbour crossings. 


Consumption 

The average daily consumption of 
water is 30 million gallons. Peak daily 
consumption in 1948 was 40 million 
gallons, Existing reservoirs hold 5,970 
million gallons. ‘ 

During the fiscal year 1947/48 just 
over one million gallons of European 
liquor were consumed consisting in 
part of 846 thousand gallons of beer, 
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Hongkong — the Far East’s Principal Entrepot 


Hongkong is a British port situated 
on the South-East Coast of China. 
Covering an area of 276 square miles 
the territory of Hongkong has in the 
100 years it hay been part of the 
British Empire, developed from a bar- 
ren rock into one of the largest cities 
in the Far East whose commercial im- 
portance far exceeds its size. Hong- 


kong derives its advantages from its” 


geographical position, its political 


60 thousand gallons of whisky, 36 thou- 
sand gallons of brandy and 23 thou- 
sand gallons of gin. Nearly 1% million 
‘gallons of aerated water and 747 thou- 
‘sand gallons of Chinese liquor were 
‘also consumed. 

About 1,400 million cigarettes were 
imported for local consumption during 
the fiscal year 1947/8 and about 2,500 
million cigarettes were made locally; 
about % of locally made cigarettes 
were exported. 

Consumption of electricity increased 
by 60% over 1947, from 91 million 
units to over 150 million units. Gas 
consumption increased by 25% over 
1947, from 220 million cubic feet to 287 
million cubic feet. 

$20.5 million worth of fresh, salt or 
dried fish weighing about 27 thousand 
tons were sold in Hongkong in 1948. 
‘This represents a catch more than 
three quarters as large as that of Aus- 
tralia. : 
Miscellaneous 

The Post Office dealt with just over 
half a million bags of ordinary mail, 
nearly half as many again as in 1947, 
and 37 thousand bags of air mail, an 
increase of one third over the previous 
years, and sold over $9% million worth 
of stamps, an increase of nearly one 
third over 1947. 

30,000 broadcast receiving licences 
were sold as against nearly 22 thou- 
‘sand jin 1947. 

Over $783 million worth of bank- 
notes were in circulation in. December 
1948 as against $675 million in 1947, 
$231 million in 1940 and $147 million 
in 1935. The monthly average figures 
of Hongkong Clearing House were 
nearly $689 million, or £43 million, in 
1948 as compared with $549 million in 
1947, and $170 million in 1939. The 
record total for December, $789,706.067 
was the eqzivalent of over £49 
million. 

At the end of December 1948 there 
were 25,000 pigs, 8,000 cattle, 650 
buffaloes, 200 goats and 9 sheep in the 
‘Colony as against about 10,000 pigs, 
5,800 cattle, 680 buffaloes, 200 goats 
and no sheep at the end of the war. 

Only 87 thousand man days were 
Jost through strikes in 1948 as against 
‘294 thousand in 1947 and 108 thousand 
in 1946. There are~ 21,236 employees 
in Government service comprising 
7,349 permanent, 9,520 temporary and 
4,367 daily paid employees. The big- 
gest employers are the Sanitary De- 
partment with 4,234, the Public Works 
Department with 3,753, the Police with 
3,619 and the Medical Department 
with 3,136. 


status and the ethnic qualities of its 
population which have placed it in the 
torefront of the Pacific countries. 
These may be enumerated in three 
categories : — 

First, it is part of the British Em- 
pire. This means that there is a well 
established syutem of law and order; 
a paternal, impartial, honest and 
cheap system of Government. The 
political background is perhaps ideal 
tor a port which is. primarily con- 
cerned with the entrepot trade for a 
foreign country. The security for 
person and property which Hongkong 
can offer has, since the liberation of 


the Far East from the Japanese in- 
vader, been more marked relatively 
to the conditions prevailing in other 
Asian countries. Consequently, per- 


sons together with their capital have 
found a haven of refuge in the British 
Colony, and there has been an increas- 
ing tendency on the part of the mer- 
chants to hold stocks in inventory ac- 
count in Hongkong, despatching them 
to the neighbouring countries as and 
when they are required for consump- 
tion in these markets. 

Secondly, its geographical situation 
has given Hongkong a good harbour 
and placed it in a strategic position 
on some of the best served air and sea 
routes of the world. It has the only deep 
sea harbour between Singapore and 
Shanghai; it is the gateway to China 
for trade arriving from the Old 
World and the Middle East, and it is 
the first port of call on the China 
coast for ships from the Southern 
Hemisphere. Except for a few revenue 
producing duties the port is free and 
restrictions on the movement of trade 
are at a minimum. It is. comnected 
to China by rail and through China 
to Russia and Europe, although it 
will probably be many years before 
long distance rail connections can be 
profitably utilised. Sixteen air com- 
panies use the air pert, and connect 
Hongkong to all the continents of 
the world. Hongkong’s commercial 
future depends on its success in pro- 
viding for and attracting to it this 
entrepot trade. 

Thirdly, it has an advantage which 
is too often oserlooked in that its in- 


digenous population is Chinese—in- 
dustrious, indefatigable, tenacious, 
cultured, anxious to learn although 
perhaps a_ little too anxious to see 


quick results, their potential capacity 
for increasing the productivity of the 
population is probably greater than 
any other Asiatic race. Only the Jap- 
anese can rival them in this respect. 

Because of its peculiar position, 
Hongkong calls for a somewhat dif- 
ferent approach to the problems of 
its economy. Hongkong is not pri- 
marily a producing country. Such in- 
dustries as exist are small and only 
a small fraction of the population is 
employed in them. 

Hongkong’s chief “industries” lie in 


the banking, insurance, storage and 
transhipment facilities which it has 
to offer. Thereiore, the Colony is 


interested more in distribution rather 
than in production. Hongkong is the 
largest banking centre in the Far 
East, it is probably the insurance 
metropolis of the Western Pacific. It 
has one of the finest and cheapest 
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harbours in the world; it has excel- 
lent storage facilities and handling 
charges are believed to be among the 
lowest in Asia, while the speed of its 
unloading and turn-round of ship is 
unrivalled in this part of the world. 
In addition, the incidence of pilferage 
is lower in Hongkong than in all other 
Far Eastern ports. 


on distribution has 
and its drawbacks. 
There is an advantage in that since 
Hongkong’s imterest is in all types 
of trade—a catastrophe in one area, 
such as a flood or a drought, will not 
have a general destructive effect on 
Hongkong’s economy. On the other 
hand, it will readily be seen that 
Hongkong’s trade is at the mercy of 
forces over which Hongkong has no 
control... The various independent 
nations in the Western Pacific can 
play havoc with their overseas trade 
and Hongkong’s’ entrepot services 
would accordingly suffer, but there is 
no direct action which the Colony 
cou'd take to put things right. There- 
fore, Hongkong cannot compel trade 
to come within its waters; it must at- 
tract trade. 


These reasons explain perhaps why, 
in Hongkong all men are free traders 
not only by conviction but also 
of necessity. The commercial credo 
of the Colony is that the greater 
measure of freedom allowed to the 
movement of commodities, the fewer 
tariffs, quotas and restrictions general- 
ly, the greater the volume of goods 
entering into international exchange is 
likely to be. In short, the measure of 
the prosperity of Hongkong is in direct 
ratio to the prosperity of the Far 
East in general and the Colony there- 
fore welcomes measures which lower 
tariffs, remove restrictions, expand 
production and consumption and in- 
crease the volume of multilateral in- 
ternational trade. The Colony has 
great hopes in the Charter of Interna- 
tional Trade drafted at Havana in 
early 1948, and_ strives to set in the 
Far East an example of freer trade in 
the hope that other nations of the 
Pacific may be inspired to follow. 


_ This emphasis 
its advantages 


Trade Boom 

Since the close of the War, Hongkong 
has enjoyed boom canditions. Trade 
in terms of value has been higher than 
at any time in the history of the 
Colony. The reason for this pheno- 
menal increase in the trade is that 
Hongkong is the oasis of political and 
financial stability in the Far East. It 
1s surrounded by countries which suf- 
fered intensely at the hands of the 
Japanese, and which have, and _ are, 
experiencing political strife within 
their borders and the economic up- 
heaval which naturally follows. Hong- 
kong, with its British system of law 
and order, its efficient adminictration, 
and its freedom from _ self-imposed 
restraint and regulations affecting 
trade, has become the shining light. of 
the Far East which has drawn mer- 
chants from all countries to its shores. 
Here they have found the peace and 
security which gives safety to pro- 
perty and perswn, and here is a stable 
currency in which contracts can be: 


made. It is on these twin pillars that’ 
Hongkong’s post-war prosperity has. 
been built. 
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The trade of Hongkong is, generally 
speaking, a trade of exchanging raw 
materials from the Far East for the 
maufactured commodities of Europe 
and America. It is a trade in which 
foodstuffs, vegetable oils and textiles, 
play the leading role. These items 
comprise almost 50% of imports and 
exports, while metals, chemicals, dyes, 
tobacco, and paper-ware account for 
another 25% of the trade. 

Hongkong is an entrepot for Chima. 
Behind it lies the rich and fertile 
valley of the West River, one of the 
most densely populated parts. of 
China. From Hongkong, the railway 
runs up into the centre of China, to 
the rich tung-oil producing areas and 
to the upper Yangtse. 

Since the war, however, 
has become increasingly the entrepot 
for-Far East. It is a huge ware-house 
where merchants bring their goods. 
store them, repack them, before 
sending them on to the markets of the 
world. After China, the main volume 
of the trade is with US.A., United 
Kingdom, Malaya, and Siam, although 
curing 1948, the Philippines have be- 
come an important customer. 

_Owing to the shortage of commodi- 
ties from the West, and the fact that 
Japan and Germany, are, for the time 
being at least. out of the Far Eastern 
market, Asia has been compelled to 
look for her supplies of manufactured 
goods to the country with the largest 
exportable surplus—U.S.A. On _ the 
other hand, the high prices prevailing 
in. America have made that country 
an attractive market for the products 


Hongkong 


of the Far East. This has tended to 
Gistort the pre-war pattern of trade 
when the East had a favourable 


balance on the whole with U.S.A., and 
it ran a deficit on trading account 
with the West. 


The most disquieting feature about 
the commerce of Hongkong has been 
the decline in trade with South China, 
the Colony’s main trading partner in 
pre-war days. It could not have been 
ctherwise. Since the close of the 
World War, China has been torn by 
civil strife. Extensive banditry even 
in pacified areas has paralysed com- 
munication while chaotic conditions 
arising from inflation of the currency 
have brought exports to a low level. 


The fall in trade with China has 
been more than off-set by a rapid 
rise in the trade with the other coun- 
tries of the Far East. If, however, 
China can be_ made_ economically 
stable, there is little doubt that much 
of Hongkong’s former trade with that 
country will return. The future of 
Hongksng’s commercial activitiés will 
be determined by the success of the 
surrounding countries in’ setting their 
political houses in order. Economic 
security for the inhabitants of these 
various countries will not solve the 
political question, but political stabi- 
lity must bring in its wake economic 
prosperity to the inhabitants of the 
Far East, and to the port of Hongkong. 
a depression in the U.S.A. would 
seriously affect the trade of Asia to- 
gether with the remainder of the 
world, but if America can avoid this 
depression, if the world can maintain 
its present volume of demand, and the 
Far East can solve its political 
troubles, there is little doubt that 
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Exchange & Financial Markets 


HONGKONG FINANCIAL 
CONDITIONS 


Results achieved so far during the 
first quarter of this year prove that, 
despite earlier anxieties about the con- 
tinued high level of prosperity here, 
earnings of companies and individuals 
have been maintained on the previous 
high level, that the standard of living 
has, if anything, further advanced and 
that there is well-founded expectation 
for increased business activity during 
the current year. 

All records; have bean broken this 
year showing higher returns than ever; 
trade figures are up and so are. all 
transport returns, be it ocean shipping, 
aviation or railway; clearing-house 
and currency pote figures are the 
highest in the Colony’s history wrmile 
cost of living is, in line with decreas- 
ing wholesale prices on world markets, 
slowly receding. Bank deposits show 
also record figures being estimated at 
over HK$2,000 million, and individual 
saving accounts equally have topped 
previous already high totals. The es- 


timates for the earnings & profits tax 
here also correborate the general opin- 
ion that never before did personal in- 
comes and corporations’ earnings ap- 
proach current high levels. The Col- 
ony’s residents’ income is probably 
between HK$800 to 900 million per 
year while earnings of non-residents 
also comprise a few hundred millions. 

The majority of local business enter- 
prises can report further satisfactory 
working results; trade and transport 
firms being o1 the whole financially 
very sound, manufacturing activity re- 
mains high and shows remarkable ex- 
pansion in a wide range of the more 
modern industrial enterprises, banks 
and insurance companies participate in: 
the sustained boom and the _ building 
construction advance hay been further 
speeded up. Taking all larger cities 
in the Far East, the per capita pur- 
chasing power in Hongkang remains 
far ahead of any and still shows abso- 
lute and relative increases. Demand 
for more and better houses, durable, 
consumer goods and luxuries is rising; 
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Hongkong will find no difficulty in 
maintaining its position as the com- 
mercial metropolis of the Far East. 


Import & Export Regulations 


It is the policy of Hongkong Govern- 
ment to keep the regulations govern- 
ing the movement. of commodities 
through the Colony to a minimum. 
Since the war it has been necessary 
to impose certain restrictions over 
commodities which have been in short 
supply and in the interests of safe- 
guarding the foreign currency resour- 
ces of the sterling area. Nevertheless, 
these restrictions are imposed with the 
minimum of paper work for business 
men, the maximum speed in issuing, 
and a constant watch is kept to ensure 
that no restriction is maintained be- 
yond the time when it has ceased to 
serve the purpose for which it was 
designed The Department of Com- 
merce and Industry guarantees a de- 
cision on any import licence within 
sic office hours of application, but, in 
cases of urgency such licences can be 
issued in a matter of minutes. 


Import licences are necessary for all 
imports, but imports from the sterling 
area, certain Far Eastern countries, 
U.S.A. and the Philippines come 
in on General Licence No. 1 so that 
there is no necessity for special im- 
port licences except for a limitec list 
of those commodities which aie in 
short supply or under world allocation. 
At present imports of rice, flour, 
sugar, and fresh meat for local con- 
sumption may only be imported on 
Government account while imports 
of butter, cheese, canned meat. bacon 
and ham, are only permitted on 
quotas which are allotted to specific 
firms. Special arrangements have 
been made to permit commercia: im- 
portation of flour and _ sugar for re- 
export, Imports from China and 
Macau do not require special licences 
with the exception, of cotton yarn, 
coal and sugar. The import of gold 
is prohibited. 


Export licences are required for all 
exports save those to the sterling area, 
with certain exceptions. Export licen- 
ces are granted freely to non- 
sterling areas provided that the ex- 
change regulations are complied with. 
The export of gold is prohibited. 


Trade with Japan. For the pur- 
poses of trade with Japan, Hongkong 
is not a member of the sterling area 
and special rules govern this _ trade. 
Exports of all commodities, other than 
those produced in the sterling area, 
or purchased for hard currencies, are 
freely permitted but imports from 
Japan are limited_by the credits avail- 
able in Hongkong’s open account with 
SCAP. There is no restriction on the 
types of goods which may be imported 
and reexported to other countries of 
the world. 


Trade with North and South Korea 
is free. Trade with the former is con- 
ducted on a barter basis at present 
while trade with South Korea is 
limited by import and export licences. 
issued by the government of South 
Korea. 

Hongkong is part of the_ sterling 
area and the rules of the sterling area 
exchange control apply in Hongkong 
in a modified form. Imports from 
China, Macao, amd Korea, and imports 
financed in U.S. dellars are freely per- 
mitted, provided that the importer 
finds his own exchange. Imports from 
non-sterling area countries must be 
financed through the authorised banks 
and currency’ will only be given for 
imports from hard currency areas 
when such imports are of an essential 
nature and meant for local consump- 
tion. Consequently, it is difficult at 
the present time to obtain official ex- 
change for imports from Belgium, 
Switzerland, Portugal, and the Ameri- 
cas. With the exception of exports 
of China and Korean produce financed 
in U.S. dollars and of commodities 
exported to the sterling area, exporters 
must surrender the exchange proceeds 
of exports to the Exchange Controller. 


—Department of Commerce & Industry. 
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shops and stores are more than well 
stocked and dealers’ inventories have 
never been higher than at the moment. 
Tourists’ and commercial travellers 
favourably compare the local standard 
of living with many Western countries 
and the number and latest makes of 
private and public motor vehicles are 
Be onder and probably envy, of our 
visitors, 


The Colony’s public finances are in 
a state of robust health with an unpre- 
cedented revenue surplus, which still 
is increasing from month to month, 
and a public debt which -is insignificant. 
There are very ambitious amd costly 
development plans under study and 
many sehemes are about to be realised 
in the near future. Funds from. the 
U.K. Treasury have additionally been 
Put at the disposal of the local com- 
munity for the purpose of aiding the 
development of the Colony’s interna- 
tional communications and town build- 
ing. Considerable income is also de- 
rived from the presence of the Military 
Forces whose expenditure for mainten- 
ance and expansion of their large es- 
tablishments results in a plethora of 
sterling. 


The money position has_ recently 
turned very eaty (with the sole ex- 
ception of a number of overstocked im- 
porters and dealers) and commercial 
banks discourage the acceptance of 
new deposits. Many banks do not al- 
low any interest on deposits while the 
Colony’s leading banks only pay %4% 
for 6 months, and 1% for annual fixed 
deposits.. The majority of loans are 
granted at 5% p.a. with firms of less 
well-founded standing paying for over- 
dratts 6%. The volume of unemploy- 
ed funds in the banks is further in- 
creasing with the ratio between de 
posits and advances showing consider- 
able imbalance. For conservative lend- 
ing there are not adequate opportun- 
ilies, at least not in relation to avail- 
able and still increasing deposits. The 
problem of advances, discounts and 
Jeans has become, in the fact of great 
liquidity here, a matter of some embar- 
rassment to bank managements. 


Traders have been compelled, as 
everywhere else, to reduce their profit 
margins but the volume of business 
has, by and large, advanced so as_ to 
make up partially for the declme in 
the percentage. Importers now have 
to calculate with under 10% margin 
which has tended to reduce indenting 
—usually done on the basis of 15—20% 
margin of- deposit—and to increase the 
business of the larger and financially 
well-backed companies. There is a ten- 
dency, observed elsewhere as well, to- 
wards concentration of merchant busi- 
ness, a development which is only na- 
tural in a period of normalcy; the time 
of small trading firms, which was so 
profitable during the about 142 years 


following the termination of the 
wart is now over. There is nc 
complaint heard from the larger 


trading house’ in the Colony with 
regard to the progressive decline in 
the profit margin. They as well as 
the community at large, are. looking 
forward to further expansion of trade 
and- an -increase in employment, higher 
individual and over-all earnings—and 
no increase in taxation. 
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In a world which is, to say the least, 
looking askance at the antics of free 
enterprise and is devoted to the 
achievement of material prosperity by 
means of conscious planning, the ex- 
ample of Hongkong appears most con- 
tradictory. For economic planners the 
success of Hiorgkong is somewhat of a 
riddle; but the peculiar conditions pre- 
vailing in Hongkong, a free port and 
a member of the stern sterling area as 
well as a virtually free exchange and 
commodity bourse, may be held respon- 
sible for the “anachranigm” which, in 
the eyes of so many, is — and will be 
—- Hongkong. 

* * * * 
Hongkong Clearing House 

Hongkong Bankers’ Clearing-house 
total for March 1949 was $891,308,578, 
the highest figure in the Colony’s his- 
tory, reflecting the continued progress 
of business particularly trade in mer- 
chandise and bullion, real-estate trans- 
actions and industrial activity. 

Amounts passed through the clear- 


ing:— 

1948 1949 
January 690,869,863 822,578,268 
“February 624,267,531 755,368,765 
March 780,180,420 891,308,578 
first 


quarter 2,095,317,814 2 469,255,611 
Comparisons between the March 
clearing figure and previous clearing 
totals :—Prewar (1935-39) monthly 
average $146 million; monthly average 
for 1947 $549,587,014; monthly average 
for 1948 $688,971,975. March clearing- 
house total amounted to an increase 
over the pre-war monthly average by 
510%, over the 1947 average 62.18%, 
over the 1948 average 29.37%, over 
February this year 18%, over March 
last year 14.24%. 

Index: Based on the 1947 monthly 
average, the index for the first 3 
months of this year is 149.6 for Jan- 
uary, 137.4 for February, and 162.2 
for March. 

Hongkong Currency Notes 

The total currency note circulation 
of Hongkong as at the end of February 
1949 amounted to about $866 million 
of which an estimated $220 million are 
in China (mostly in Kwangtung). The 
amount of lank notes in circulation in 
February was $841,783,331 and Hong- 
kong Government notes ($1),  sub- 
sidiary notes and coins were estimated 
at $25 million, (An early official state- 
ment by Government is expected 
giving the accurate amount of Gov- 
ernment issued notes and coins). 

Bank notes in circulation:--- 


H.K. & S’hai Chartered Mercantile 
Banking Corp. Bank Bank 
Dec. 31, 1947 

616,142,806 55,905,725 3,110,275 
Lec, 31, 19438 

728,376,790 51,052,804 3,777,115 
Febry. 4949 

777,876,790 60,022,426 3,884,115 

Of the total bank note issue the 


Hongkong & Shanghai Banking Corp. 
accounted in February for 92.41%, the 
Chartered Bank for 7.13% and the 
Mercantile Bank for 0.46%. 
Cempared with the average pre- 
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war bank note issue ($230 m.) the 
February circulation was up by 266%. 
Compared with the circulation figures 
of December 1947, December 1948 and 
and January 1949 the increases in 
February amounted to respectively 
24.68%, 7.484% and 2.4%. 

There was a further increase in 
bank note circulation ia March main- 
ly caused by demand from Carton 
and other Chinese sources who require 
HK$ as a means of payment in their 
country in view of the financial chaos 
prevailing in China, and also by 
local financial demand resulting from 
expanded business activity (as is also 


expressed in the March Clearing- 
house total). 

Coins have made their appear- 
ance in Hongkong where they: are 
to replace the worn-out 5 and 10 


cents paper notes. A large quantity of 
coins has been exported to neigh- 
bouring Kwangtung and it is estimat— 
ed that more coins issued by Gov- 
ernment. here are circulating in Can= 
ton and other South China cities than 
in the Colony. Further imports of U.K. 
minted coins are expected in the near 
future. Meanwhile the subsidiary 
paper notes still are mostly circulating 
in Hongkong as a result of the in- 
sistent demand for these coins in 
South China. 


* 
US$ Market 

Gold importers placed large forward 
orders as fresh imports of bullion are 
coming in with regularity. If not for 
the heavy demand from bullion circles 
the local TT New York rate would 
have dropped already since several 
weeks. All over the world’s free or 
unofficial sterling markets the cross 
rate has been slowly bui steadily ad- 
vancing, reaching in most European 
centres between US$3.10 to 3.20 for 
U.K. resident account sterling, in New 
York up to 3.30 and in Bangkok, our- 
regional free market competitor, 3,12. 
Last week’s local cross rate was how- 
ever moving between 3.02—3.04, a con- 
sequence of insistent demand from bul- 
lion importers which was, only inade- 
quately met by TT and DD sales of 
overceas Chinese family remitters, out- 
port sellers of funds in New York, and 
free proceeds of export shipments to 
the U.S., Philippines and other coun- 
tries where shipments had been finan- 
ced in US$. 

Highest & lowest rates in the un- 
official market last week (per US$ 
100):—-notes H'1K$53334—526; DD 527%4: 
—524; TT 529144—525%, corresponding, 
at the official Hongkong/London parity, 
to crossrates of US$3.023—3.044, but, 
at the unofficial local TT London, to 
crossrates of only about US$2.88/2.90. 

Turnover was estimated (both inside 
the Exchange and between merchants) 
at under US$3 million. Notes were in 
strong demand as Shanghai, Formosa 
and Japan traders (the latter. requiring 
US notes for payment of certain types 
of Japanese exports) could not be satis- 
fied. There is furthermore an incentive 
to buy US notes in Shanghai. when the 
official’ disbursements in China cf the - 
US Military Forces and other American 
establishments show declines as a Yre- 
sult of the reduction in US activities in 
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rump China _<outh of the Yangtzse. 
Overseas Chinese remittances ‘showed 


declines’ this year when comparéd with: 


‘the same holiday period (Ching Ming) 
of 1948; only approx. US$4 million were 
sold here by this source against 10 
million last year. 

Gold Markets 

Rates in terms of US$ advanced last 
week as overseas prices. firmed . up: 
_Chimese free market cross rates -were 
however depressed and belaw -Hong- 
kong. Private traders are now facing 
competition from the Chinese author- 
ities-in-business, 

The Central Bank of China stated 
that they had purchased 2’ million ozs. 
from the US Treasury which quantity 
Was now on its way to Shanghai for 
sale at the open market rate to all 
comers. How the Central Bank acquir- 
ed this bullion and at what rate was 
not disclosed; it is however fair to as- 
sume that the US government sold at 
the fixed price of US$35 per oz. thus 
giving the Chinese government, before 
its demise, another chance to profiteer. 

Incidentally, the sale of gold at the 
fixed rate, even if negotiated between 
governments, is contrary to the regula- 
tions. of the I.M.F. in case of such gold 
being later sold to the public at open 
market rates. However, the I.M.F. has 
not protested previously when, under 
the responsibility of the then Premier 
T. V. Soong, the Central Bank sold (up 
te February 1947) gold bullion at open 
amarket rates, such gold having earlier 
been obtaimed from the US Treasury at 
the fixed price. Still, there are many 
governments who, with a straight face, 
try to impose controls over the gold 
traffic if conducted at higher than the 
1I.M.F. fixed rates; the public eyery- 
where wants to see this artificial and 
malignant gold control swept away, a 
control which only benefits one state’s 
economy, the U.S.A., and has proved 
detrimental to the interests of the gold 
producers, mainly those in the British 
Commonwealth—other gold producing 
countries having openly flaunted the 
preposterous I.M.F. gold control. 

Hongkong and Macao bullion dealers 
are now confronted with the possible 
“dumping” of Central Bamk gold in 
Shanghai and other China markets. 
However, the Nanking authorities are 
just as keea on making profits as the 
private dealers and there may only 
result some trimming of profit margins. 
It is as yet very doubtful whether the 
Central Bank will actually sell all the 
gold which it allegedly has obtained 
from the U.S. They might find it more 
prudent to retain the major portion for 
the coming “emergency.” Gold dealers 
jn China were undecided about their 
next moves: in terms of US$ gold 
prices declined but public demand was 
as strong as usual—practically all sav- 
‘ings of the -Chinese people are regu- 
larly invested in gold (bullion, coins 
and. ornamental), as well.as silver and 
foreign assets. 

Hongkong’s gold quotations, per tael, 
were last week $322, high, $313, low 
corresponding to crosses of US$49—50 
against Shanghaj crosses of 48—49. 
The cif Saigon quofation came up to 
US$48 to 48% lesving only a small 
‘profit for importers and native banks 
after deducting fhe Macao import duty 


and the “little extra” levied by the 
permit controlling private monopoly. 
US gold coins sold at HK$71/72 per 
5 dollars, and HK$270/275 per 20 
dollars. 

On the local spot market 27.030 taels 
changed hands,. (8530 officially, 18,500 
in the curb market). Exports tatalled 
over 24,000 taels, of. which 7000 to 
China (Canton 3000, Shanghai 2000, 
Amop & Swatow each 1000), Formosa 
2000, India and Singapore each 4000, 
Bangkok 5000, and Indochina 2000. 
Local ornamental trades absorbed over 
3000 taels (largely going into the com- 
mon crude jewellery used by the Chi- 
nese as investment). ‘ 

Imports from Macao were only 22,- 
000 taels as last week direct re-exports 
from Macao, mostly to Canton, were 
heavy. The average import quantity 
of gold into Macao is 30,000 ozs per 
each arriving flying boat. 

On the local forward market business 
was active; interest favoured through- 
out buyers, ranging from 1 to 9 cents, 
totalling for the week 35 cents. Con- 
tracts for the week, inside the Ex- 
change and inter-bank, approx. 333,000 
taels. The average daily forward posi- 
tion was 240,000 taels (both inside the 
Market and private). 

Silver Markets F 

Imports from China were estimated 
at 100,000 ozs, both in bars and small 
coins. There was a report in the mar- 
ket that 70,000 taels of silver were 
exported to the U.S. without having 
been declared. Such unrecorded ex- 
ports, with the “aid” of certain mem- 
bers of ships’ crews, are believed to 
be sent repeatedly to America. In 
order to evade the responsibility of 
surrendering 25% of US$ proceeds, 
some silver shippers have explored 
previously the facilities offered by the 
“loophole” of Macao as a port of direct 
export to the U.S. but in view of many 
successful direct (undeclared) exports 
from here, the Macao angle has lost 
its attraction. 

New York quoted last week un- 
changed at 71% cents, London for 
spot & forward 43% d., Hongkong per 
troy 0z $3.25—3.30. per tael $3.95—4.02, 
per local dollar coin $2.65—2.67, per 
Chinese dollar coins $4.00—4.20, per 20 
cents coins $2.25—2.35 (per 5 pcs). 
Chinese Currency Markets 

The printing press scrip of the Cen- 
tral Bank of China depreciated last 
week at a speed that kept everybody 
gasping. While before the war (1937) 
3 Chinese yuan bought one US$, last 
week’s price per one US$ was Chinese 
National yuan 177,000,000,000 or new 
“gold” yuan 59,000. When the “gold” 
yuan was created, by mandate of 
Chiang, Kai-shek,’ it was “pegged” at 
4 to one US$; that was only seven 
months ago. ’ 

Hongkong highest & lowestt quota- 
tions of last week, per 100,000 yuan:— 
notes HK$29%4,—17; TT Shanghai 18.34 
—8%; TT Canton 1844—8. Yuan de- 
preciation during one week 42—55%. 

Shanghai open. market rates, high & 
low, for last week:—gold per oz 2.8 
million—995,000 yuan; US notes 59,600 
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—20,000 (with drafts some 3% higher); 
TT Hongkong 11,250—3,900. Apprecia- 
tion of gold and foreign- currencies 
during one week almost 200%. Ex- 
change Certificate Clearance rate from 
23,000 to 43,000 yuan per US$1. 
Freshly printed 10,000 yuan notes by 
the million made their appearance in 
Shanghai and were pumped from there 
into other Chinese cities. Many de- 
mocratic Kuomintang leaders and an 
increasing number of merchants and 
manufacturers call this system of 
“state financing” a criminal act the 
perpetrators of which will have to face, 
sooner or later, the tribunal of the na- 


‘tion> 


Canton open market rates of last 
week: per HK$1, bank notes, 3,550— 
11,600 yuan, and TT from 5,400 to 
12,500 yuan. HK notes circulate more 
generally in Kwangtung than at any 
time in the past. Shops.are tagging 
their goods in HK$, coolies demand 
pay in HK$. 

Bank: of Taiwan rate was adjusted 
to Taiwan yen 1 per “gold” yuan 1. 
The black market only paid 80 Taiwan 
cents, and that most- reluctantly. Last 
August 19, the rate of Taiwan yem to 
the newly created. “gold” yuan was 
decreed at 1,835. The Formosan peo- 
ple demand the abolition of the re- 
lation with “gold” yuan and the intro- 
duction of a link with the US$ or HK$. 
The Chinese Nationalists have spoliat- 
ed the economy of Formosa, among 
other methods, by means of the un- 
scrupulous issue of scrip ef the Cen- 
tral Bank of China This process con- 
tinues. 

The financial chaos in Shanghai may 
be gauged from the following facts: — 
Private cheques and bank drafts cir- 
culate side by side with the “gold” 
yuan — scrip. There is no guessing 
about the extent of the circulation of 
these cheques but it is taken for grant- 
ed that the amount is swelling from 
hour to hour. The clearing-house of 
Shanghai reports that every day the 
number of cheques returned for in- 
sufficient funds is increasing; “rubber” 
cheques are the fashion of the day, no 
legal action being taken against per- 
sons who issue cheques which later 
are dishonoured. The percentage ef 
“pouncing” cheques has now reached 
from 40 to 47% per day—that means 
that almost every second cheque issued 
and circulated will be dishonoured 
when presented to the banks. The 
amount of dishonoured cheques has 
been, in the week before the last, over 
1 billion yuan per day. This amount 
has probably multiplied during last 
week, . 


The People’s Bank of China has an- 
nounced an exchange rate for the pur- 
pose of setting off balances resulting 
from barter arrangements with Hong- 
kong; for this purpose PB$56™% equal 
HK$1. At the current HK/US cross- 
rate in China the quotation for US$ 
should thus amount to about PB$300. 
On the unofficial market of Tientsin 
US notes were traded at PB$500. 
“Gold” yuan was transacted at 100 to 
120 per PB$1. 
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Hongkong Unofficial Exchange Quotatiens 
HIGHEST & LOWEST RATES FOR GOLD IN BARS AND FOR USS 
In Hongkong dollars per tael of gold (73.7994 grams) and per US$ 100 
GOLD U. S. $ 
per tael crossrate per oz. crossrate 
_in HK$ in USS Notes Drafts T.T. Per £ 
; High Low High Low |High Low High Low High Low High Low 
POST ll 94 Tbs aio a etkeinkienr are 405 254 57% 44 581 400 575 454 595 482 3.32 2.69 
Wears 1948 eee eae 372 28234 5434 4514 588 485 598 490 608 478 3.35 2.62 
December 1948 ......... 302 29045 4834 4744 514 497 516 49115 524 495 3.23 §©3.05 
January 1949 ........... 316% 29514 5042 48 530 495% 518 493 51914 497 3.22 3.08 
February. 1949... .<.. ssc 320 296 5034 4734 516% 50644 517% 508% 519% 511 3.13 3.08 
WMarehisel 949 suse ces... 052k 31446 (302% 49%, 47% [531 513 52434 514% 52615 51812 3.08 3.04 
Turnover on the Gold Market ly average spot sales in 1948: 191.- US$ Turnover. 


Sales on the local spot market (of- 
ficial and unofficial) and undeclared 


exports of gold bullion for the first 
quarter of 1949 (in taels of 73.7994 
grams) :—- 

Spot sales exports 
January 229,880 101,000 
February 187,090 138,060 
March 207,640 169,000 

624,610 408,000 


Figures for March include 5 trading 
weeks, from February 28 to April 2. 
Against the same period of 1948 cur- 
rent figures show an increase. Month- 


92334 taels (total sales for last year: 
2,303.085). Total exports in 1948 ap- 
prox 1.4 million taels. 

Estimated imports into Macao during 
the first quarter of this year. 650.000 
taels. Estimated total imports into 
Macao in 1948: 2% million taels. 

On the local forward market (inside 
the Exchange Society and inter-native 
bank business) contracts amounted to 
approx. 3 million taels in January and 
each 24m. taels in February § and 
March, a total for the first quarter of 
8m. taels. Last year’s forward con- 
tracts ranged from 2 to 3% million 
taels per month. 


OT ee ge ak ec ee nee) 


Official TT Rates 


Selling rates of Hongkong & Shang- 
hai Banking Corp. for TT on the 
following places:— 


{LONGO g°Ssis.ceee st 1/2.27/32 
Shanghad 9 fats. saiecice Nominal 
Singapore .......... 525% 
Danae EM Ies. 1. See aod 
Tndiae? eee ec’ 823% 

BWe VOrks "2 eo erss 24% 
Canada 2. ee ss se 24% 
Philippmes” <5. 22. .2- 50 
AtaAV I ees ss ses wai €6 
Bangkok °° ..2 34355. 365 
SareOnln weave ce coaieca eo 386 
Parise ss ees 6,560 
AT As ee nyc i teece tcp ac 107 
‘Australia | “ros. 2oL 2: 1/63 
New Zealand ....... 1/2.27/32 


The quotation for TT Bangkok has 
been deleted last week. 


Official & Unofficial Sterling Rates. 


TT London quotes officially (banks’ 
selling) 1/2-27/32 or HK$ 16.158 per 
pound sterling. On the open market 
the TT London rate has been for the 
last 3 months 1/3-51/64 or HK$15.193. 
Accordingly, sterling is discounted on 
the open market by. 6%. Bank of Eng- 
land notes have however shown a 
firm tendency, in line with the active 
demand for these notes in New York 
(recent average rate US$ 3.20 to 3.25). 
Last week’s open market rate came 
up tc HK$15.70 or 1/3-9/32d. Thus, 
Bank of England notes are’ cheaper 
than the official TT London but dearer 
than the open market TT London. 


Australian Pound Sterling: The of- 
ficial: rate (banks’ selling) remains at 
1/6-3/8 Australian d. or HK$13.061 
per Australian’ pound. The open 
market however sells TT Sydney , at 


For the first quarter of 1949 total 
sales of US$ on the unofficial market 
(including inter merchant business) 
amounted to (in million US$):—Jan- 
uary 12; February 8.34; March 10%, 
a total of 314%. The monthly average 
(excl. inter-merchant business) for 
1948 was US$ 2,248,666. About 60% of 
the above figures were TT sales. Open 


market sales this year exceed 1948 
averages by about 25%. : 
1/6-13/16 or HK$12.757, thus it is 


cheaper for Hongkong buyers to ob- 
tain cover from exchange brokers pro- 
vided that all requirements by mer- 
chants and other interests can be fully 
met by them. Australian pqund notes 
on the open market quoted last week 
from HK$13 to 13.30 or 1/6-15/32 to 
1/6-3/64. The tendency is further 
upward for bank notes as a result 
of local scarcity and a feeling that the 
Australian pound may soon be ap- 
preciated in terms of Bank of England 
pound: speculators hope, with what- 
ever little backing there may be for 
such hopes, that they may Teap a pro- 
fil of some 23% im the event of a de- 
cision by Canberra to bring their 
pound to par with London. Compared 
with the official TT Australia rate 
last week’s bank note market sold 
pound notes at a 2% premium. 

TT New Zealand while officially at 
the same rate as TT London (1/2- 
27/32 banks’ selling) quotes on the 
apen market between 1/5-25/64 to 
1/6-3/8 New Zealand currency. There 
is however very little demand for New 
Zealand pounds. 


HONGKONG UNOFFICIAL EXCHANGE RATES 


(in H.K. dollars) 


Gold Per One Hundred Thousand Chinese Yuan U.S. Doltar 

per tael Silver Notes T.T. Shanghai T.T. Canton T.T. New York 

High Low per tael High Low High Low High Low Note Draft High Low 

April 7 ey . x 

Rs. 2 0 ares 31512 313 4.02 291% 23% 18% 1734 1842 18 5.30 5.24 5.264% 5:25% 
(i oaoenses 31814 315 4.02 29% 24 16 14% 17% 16 5.31 5.26 5.27% 5.26% 

PEO 317% 31442 3.98 22 18% 14 13% 16 15 5.30 5.25 5.27 5.26 

Miao 320% °315% 3.95 22 19 11% 9% 11% 10 5.33 5.26 5.28% 5.27 
ae. Ne 322 319% 3.98 21 17 9% 8% 99% 8 535 526 529% 528% 
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Bank Note and Open TT Markets 


Last week’s bank note markets quoted 
the following highest & lowest rates (in 
HK$ per 100, except for U.K., Austra- 
lian sterling and Canadian $ per one) :— 

Highest Lowest 


U.K. Pound sterling .. 15.70 15.40 
Amstralian sterling ... 138.35 13.60 
Canadian $ .......-:. 4.69 4.65 
Malayan $ .......... 180.50 180.00 
Imdian nupee ........ 111,00 105.50 
Wurmese; 5, 0. Basses: 73.00 70.00 
Wevylone =F 2svks.:: 100.00 100.00 
Philippine peso ...... 258.50 252.00 
(nmdochina piastre .... 9.60 8,85 
Ondonesia guilder .... 32.50 31.80 
Siamese baht ........ 24.10 23.90 


In most cases TT rates on Far East- 
ern capitals are the same as bank note 
rates. 

Canadian dollar:—The official selling 
rate here is Can.$ 24% per HK$ 100 
while the open market TT Montreal 
quotes 22. ‘The bank note rate fluctuates 
in lire with US notes; as the Canadian 
dollar is discounted in the free market 
of New York by about 8%, the same 
discount plus a further local discount of 
some 4 to 5% is suffered by the Cana- 
dian currency here. Against the official 
selling rate the open market TT rate is 
11%% higher while bank notes enjoy 
a premium of 14 to 17% over the official 
rate. Canadian dollars are as hard as 
US$ and practically not available for 
-eydinary merchant demand; importers 
have to turn to the open market fo: 
cover. 

Malayan dollar:—The official selling 
rate (for drafts on Singapore) is Mal.$ 
62-5, (TIT paying extra cable charges) 
while the unofficial quotation moves 
around 55%-+56 (in line with bank note 
rate fluctuations). It is cheaper to buy 
Til Singapore on the unofficial market, 
the difference against the official rate 
being 5%. 

Indian rupee :—The official selling rate 
is Ris. 8232 per HiKK$ 100 while the un- 
official market sells TT Bombay and 
Karachi (and on other Indian cities) 
between Rs. 92 to Rs. 105, depending 
on the technical position of the marke, 
here. It is cheaper to buy rupees © 
the unofficial market, the difference. 
amounting to 4 to 25%, according to 
the influx of rupee notes, offers of funds 
-in India and Pakistan, and local demand 
for. rupee notes and transfers to India. 

Philippine peso:—The official selling 
rate is P. 50 per HK$ 100 but the open 
market rate, following the unofficial 
TIT New York quotation here, is about 
equal to US$ $.56 minus 2 or 3% (for 
eventual transfer from Manila to New 
York, banks in the Philippines charging 
at least 1% for this service). Peso 
notes which are not much in demand 
here sell usually at the equivalent of 

JiS$.0.48 to 0.49; compared to the official 
rate Peso notes are 26 to 29% higher. 

Indonesia, guilder:—The local official 
selling rate stands at 66 guilders 
per HK$ 100 but little business is done 
at this price. Both the Nica and the 
old Java Bank guilders sell here (notes 


and TT Batavia) on the open market, 


at 78 to 79% below the official quota- 


tion, viz. 307 to 314 guilders per HK$ 
100. This year’s open market TT 
Batavia rates moved between 277—318 
guilders. 

Indochina piastre:—The official selling 
rate is 386 piastres or L.C.$ per HK$ 
100 but the open market transacts TT 
Saigon at a discount -of 63 to 66%. 
This year’s open rates fluctuated be- 
tween 750 to 1,300 piastres. Currently 
there has been a recovery in piastre 
rates around 1,040 to 1,120 piastres. 

Ssamese baht or tical:—The official 
selling rate here was 365 baht but has 
now been discontinued. This official 
rate was however not the rate as quot- 
ed by the Bank of Siam but by the 
open market of Bangkok. On a second 
open market another baht rate has 
been quoted, which has been dropping 
below the commercial banks’ rate, and 
last week amounted to a discount of 
12 to 124%%. There is now only one 
open baht market rate which currently 
is between 414—417 baht per HK$ 100 
(HK$ 23.90 to 24.10 per 100 baht). 
The unofficial London/New York cross 
rate in Bangkok has been during re- 
cent weeks always higher than the 
local cross rate; Bangkok quoting from 
US$ 3.10 to 3.14. Last week’s Bangkok 
cross was about 24% higher than 
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Hongkong’s cross, thus inducing sellers 
of TT New York from’ Bangkok to 
offer their funds in the local market. 
In recent weeks Bangkok sellers of 
free funds in the U.S. have played a 
not insignificant role in the local open 
exchange market. 


* * * * 


Bank of Japan Yen and foreign 

currencies 

Foreign currencies are not permitted 
te be used within Japan. All persons 
entering Japan are therefore required 
to surrender all foreign currencies at 
the port of entry. US$ surrendered 
wilixbe treated in accordance with the 
instructions of the individual concern: 
(a) Exchanged for Japanese Yen by 
the Bank of Japan. (b) Placed in 
the Bank of Japan for safe-keeping; 
to be returned on the departure from 
Japan of the individual concerned. (c) 
Deposited by the Bank of Japan to the 
account of the jndividual concerned in 
a foreign bank licensed to maintain a 
branch office in Japan. All other cur- 
rencies surrendered will be held at 
the Bank of Japan for safekeeping 
against individual receipt to be return- 
ed to the individual concerned on de- 
parture from Japan. 


Hongkong Exchange Banks Association 
AGREED MERCHANT FOREIGN EXCHANGE RATES 


Maximum Selling. 
Sterling 


1/2 15/16 delivery 
within 2 months 
with a cut of 
1/32 for every 
further 3 months 
forward. 


Minimum Buying. 


Pl Bed bs 

O.D. 

30 d/s 

60 —90 d/s 
120 d/s 


1/3 1/32 
1/3 1/16 
1/3 3/32 
1/3 1/8 
1/3 5/32 


(East. & South 1/3 1/8 O/D if under L/Credit 
Africa) 1/3 3/16 O/D without L/Credit 
1/32nd up every 30 d/s 
(West Africa & 1/3 5/16 O/D if under L/Credit 
West Indies) 1/3 3/8 O/D without L/Credit 
1/32nd_ up every 30 d/s 
Rupees (India) 82 3/4 83 3/4 TR 
84 O/D 
84 1/8 7 & 30 d/s 
84 1/4 60 d/s 
84 3/8 90 d/s 


Rupees (Ran- 


All buying rates 


goon) 82 3/4 3/16th higher than India 
Rupees (Aden) 82 3/4 84 3/8 O/D if under L/Credit 
84 1/2 O/D without L/Credit 
85 30 d/s & 60 d/s 
Malaya $ 52 7/8 53. 2/2 T.T. & O/D 
5359/8 30 & 60 d/s 
U.S.$ and 24 15/16 delivery 25 1/4 4 Yea 
Canada $ within 2 months 25 5/16 O0/D— 30 d/s 
with a cut of 25 3/8 60— 90 d/s 
1/16 for every 
further 3 months 
forward. 
U. S. Notes 25 3/8 (Banks to pay Insurance 
and postage) 
Australia £ 1/6 1/2 1/6 7/8 Te 
1/6 15/16 O/D. 
a es i ee a ee ee eee 
New Zealand £ 1/3 3/16 Wh 
1/3 1/4 O/D 
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Hongkeng Steck & Share Market 


The money position in Hongkong, 
while generally easy with large 
amounts accumulating in accounts and 
waiting for investment opportunities, 
-has been found rather tight by the 
majority of speculators and by a con- 
-siderabie number of importers an 
dealers. 

Speculators can obtain private loans 
only at high interest which makes 
their prospective transactions unprofit- 
able. As the real estate market offers 
te certain banks and private money 
lenders from 12 to 20% p.a. (house 
‘construction advances, first mortgages, 
Joans on lease-hold land) speculators 


Currency Regulations in U.K. 

Travellers entering the U.K. may bring 
in not more than £5 in sterling notes, 
but Travellers’ cheques, letters of cre- 
dit, etc., in any currency and to any 
amount. Notes in currencies other 
than sterling without limit. Tourists 
and other temporary visitors should 
make sure that the amounts of such 
notes are correctly stamped in their 
passports by the Immigration Oificer 
sat the place of entry into the U.K. as 
otherwise they will experience diffi- 
culty should they wish to take the 
notes with them when leaving. 

Travellers leaving the U.K. may take 
out not more than £5 in sterling 
notes, and/or the equivalent of £16 
in notes in currencies other than ster- 
ling, but toprists and other temporary 
visitors may take out of the U.K. notes 
cup to the amount stamped in their 
passports by the Immigration Officer 
when they arrived. With these excep- 
tions no notes in currencies other than 
sterling may be taken out unless the 
traveller produces a_ Certificate “C” 
to the Immigration Officer at the place 
ot exit; to obtain this certificate travel- 
lers should apply to a bank or 
travel agent in. the U.K. 

If travellers who are about to leave 
the U.K. have excess amounts of cur- 
rency or are in any doubt as to the 
-amounts they will be allowed to take 
with them they are advised to consult 
a bank. For instance, if a_ traveller 
from overseas has more than £5 as 
‘a result of encashing too many of his 
travellers’ cheques or letters of credit. 
‘the bank will exchange up to £20 into 
travellers’ cheques, etc., available in 
the travellers’ country of permanent 
residence. 


Travellers should make sure that 
they do not arrive at the place of en- 
try or departure with excess currency 
since the excess cannot be deposited 
with Customs or Immigration Officers 
but will be taken from the traveller 
and is not likely to be returned. 
Travellers should take care to state the 
‘amounts of currency in their possession; 
a false declaration is a serious offence. 

Postal Restrictions: Sterling notes 
may not be sent through the post into 
or out of the U.K. Notes in currencies 
other fhan sterling may not be_posted 
out of the U.K. unless permission has 
been obtained through a bank in the 
UK. 


interested in the share market or other 
financial markets cannot contract obli- 
gations under prevailing conditions. That 
interest on mortgages and construction 
advances is so high—considering the 
present commercial bank’s interest on 
overdrafts of 5—6% while fixed de- 
posits earn only from % to 1% p.a. — 
is partly explained by the fact that 
almost all banks in the Colony refuse 
to grant loans with land and houses 
as security, explaining their policy as 
aiming at “deflation” in Hongkeng and 
also anticipating lower real estate 
values within a short time which, if 
it is true, would complicate the ques- 
tion of safe margin lending. 

Importers and dealers, in many in- 
stances, comtinue to suffer from the 
same tightness of money as experien- 
ced since early 1948; these traders find 
themselves with an accumulation of 
cargo, due to heavy deliveries after 
the US West Coast maritime strike 
was over, the slow re-export into China 
and the reluctance on the part of 
potential buyers to commit themselves 
now when wholesale prices. the world 
over show growing weakness. In a 
market which anticipates a slump the 
outlook for selling is not good; conse- 
quently, local godowns remain congest- 
ed which state of affairs, while very 
welcome from the point of view of 
warehouse and dock companies, cannot 
be expected to change for a long time 
to come. Additional demand on avail- 
able godown space has come and_ is 
coming from cargo diversion of North 
China merchents and private indivi- 
duals (commodity hoarders). Enormous 
amounts of money are thus tied up in 
merchandise and those who own it. 
with few exceptions, are either chronic- 
ally short of fumds or have to borrow 
paying low or excessive interest ac- 
cording to the type of security offered 
and the percentage of appraised value 
demanded. 

As general trading conditions in 
China present anything but an encour- 
aging picture the future offtake of 
goods stored up in Hongkong must 
necessarily be a slow movement; be- 
sides, Chinese merchants and a good 
number of the middle claas have been 
deprived of their foreign exchange and 
gold holdings by the notorious KMT ac- 
tion, lasting from last August to October, 
which compelled the law-abiding and 
less defiant Chinese to surrender to the 
Nanking regime, under the personal 
responsibility and authority of Chiang 
Kai-shek, all their possessions in for- 
eign currencies and bullion against the 
printing press scrip of the Central 
Bank of China. All these valuable as- 
sets of which, as the Chinese traders 
correctly describe it, they have bean 
“robbed” is now lacking and this im= 
pecuniosity further depresses the al- 
ready limited purchasing power of the 
people. The officially “robbed” assets’ 
are now very. slowly — replaced 
by the merchants purchasing again 
goid and foreign currencies. The Hong- 
kong dollar, apart from circulating as 
the only stable medium of payment in 
Kwangtung, is increasingly hoarded by 
the people (who-can afford to save 
something) instead of beimg used to 
pay for commodity imports. 
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Many merchants here were compelled 
to sell all or part of their share port- 
folios although at rates which meant 
to everybody a considerable loss. Such 
sales, motivated by certain importers’ 
tightness of money, were accentuated 
by _ liquidations of some Shanghai 
holders—who previously bought local 
shares asi a hedge against the “gold” 
yuan depreciation—es capital was re- 
quired in the North for current and 
trading requirements. On top of this 
not very important selling wave came 
the selling of an irritated public which 
—with or without application of logic 
—helieved to discern in the collapse of 
the Kuomintang and the rise of the 
Chinese Communists with their “New 
Democratic” allies a threat to -Hong- 
kong’s stability 

Generally one hears, at the Stock 
Exchange, reference made to the “ob- 
scure political situation” which is to 
be blamed for the slump. Apart from 
a few big investers in the Colony who 
wanted, for reasons of their cwn, to 
get out (to Australia or U.S.?), the 
conservative holders and practically all 
institutions have not only retained 
their portfolios but are constantly add- 
ing to them. There are even reports 
in the Market which state some V.LP. 
has been, in conjunction with his as- 
sociates, selling small lots onlv to buy 
back larger parcels at reduced quota- 
tions which he had previously helped 
to glide. To buy at current rates and 
taking it for granted that earnings 
and divideads will remain as in 1948, 
no better investment but shares can be 
imagined. Utilities and Industrials 
show now at least 8 to 12% yield. Still, 
many investors are holding back be- 
lieving that some further declimes in a 
few counters could happen and that the 
turning point has mot yet been reached. 

A more reasonable appraisal of the 
situation in China as far as influencing 
Hongkong’s trede and industry must 
be awaited before the “turning point” 
will arrive; ag long as so many people 
here refuse to listen to common sense 
and are jittery, or pretend to be upset 
about future developments, mo recovery 
of rates can be expected. Even if the 
money position of overbought impor- 
ters should ease there would be no 
strong imcentive to reinvest in secur- 
ities until general confidence in the 
stability of Hongkang returns. The 
fact is that capital in Hongkong takes 
an alarmed view of the potential uni- 
fication of China under the Communist 
sponsored coalition and as yet the 
principal interests here which, if they 
like, could turn the tide auite easily 
appear to be reluctant to imtroduce a 
measure of stability into the local share 
market. To outside observers it must 
appear as if economic defeatism was 
wide-spread in Hongkong, that confi- 
dence in the future of this Colony was 
not as firm as is usually publicised. 

Contributing to the nervousness of 
investors here is also the interpreta- 
tion of the establishment of a local 
Defence Force and ths recent manoeu- 
vers conducted in the city and the New 
Territories. Im the many idle ~hours 
at the Exchange one can hear instead 
of bids all sorts of rumours-and real 
or pretended anxieties about the “seri-, 
ousness” of London to defend Hong-. 
kong when the emergency arises. It 
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is of course nothing but an unfounded 
supposition that an “emergency” will 
arise and that the peace and order of 
the local community will be upset. No 
indication for such a contingency exists 
but in the disturbed minds of so many 
people who have fallen victim to the 
general war psychosis and the imputa- 
tion of sinister designs to the Chimese 
Communists: the “situation” is “omin- 
ous.” 

Market Review 

General weakness pervaded the mar- 
ket during the week ended April 8th. 
Buying support was too feeble to ab- 
sorb offerings, and maintain the exhibi- 
tion of apparent resistance of the few 
selective issues at the new lows during 
the two previous weeks. While quota- 
tions showed neligible changes, contin- 
ued offerings had a depressing effect, 
and cast an air of gloom through the 
entire market. 

Sentiment on the whole continued 
bearish and is aggravating the present 
downward trend -which commenced on 
February 5 without a rally. The de- 
cline has been most persistent, and its 
gravity is emphasized by a difference 
in total market value of listed secur- 
ities of approximately $100 millions 
within the space of.two months. 

On the formation of clear-cut trends 

market analysts are usually confronted 
“with a flood of questions all of which 
‘Tesolve into an outstanding one — 
CAUSE. Now the all engrossing ques- 
tion is, “What is the cause of the pre- 
‘sent, downward trend?” Frankly, they 
-admit it is a poser, being dependent 
xpon many factors which are not 
clearly discernible. The cansensus is 
that the decline was precipitated by 
the chaotic and uncertain political and 
economic Chinese situation, which 
clouded the future trade outlook with 
China. With every deterioration of 
that situation the clouds appeared to 
darken, because of the drastic curtail- 
ment of China’s buying. power through 
twelve years of war and civil strife. 
It ig already affecting a recession in 
trading profits here, and is the main 
cause of the decline in local commodity 
prices. Because of that picture hold- 
ers of local stocks domiciled abroad 
dumped their holdings, and the break 
in prices began. Once the break com- 
menced it continued slowly but surely 
with no let up as margin accounts be- 
came exposed. 
_ There were, however, temporary 
periods in the major downward trend, 
which really commenced in 1948, when 
recoveries occurred through large in- 
flux of Northerners creating an atmos- 
phere of <uperficial prosperity. . But 
that state of affairs was short lived. 
The depressed state of | the Reai Estate 
market, and the official figures of the 
Immigration t published for 
the month of January Sead seem to 
indicate that a gradual exodus has 
been taking . place since that month. 
Ir the month of January arrivals were 
156,690 agaimst departures of 190,939. 

The real estate market, except for 

a few isolated cases, is following a 
einer pattern to that of the share 
market. The decline, speaking general- 
-ly, averages approximately 25%. The 
trend is denoted by the high rate of 
mortgage . interest . ranging from 10% 
mortgage. interest ranging from 10% to 
18%, according to locality, per annum. 


FAR EASTERN’ ECONOMIC REVIEW 


Attractive dividend payments for 
account of 1948 were expected to form 
a stabilising influence an prices around 
the February level, but they proved 
ineffectual. The introduction of the Bud- 
get, at about that time, imposing only 
minor increases in taxation shook the 
remaining sparks of confidence then ob- 
taining. Doubts arose as to whether 
estimated revenue for -the current 
financial year were not over optimistic 
in view of business set-backs. The in- 
crease of two cents per bottle on table 
mineral waters heralded the break in 
price of Watson shares, which declined 
from 63 cum dividend of $7 to 46 ex 
dividend. Green Island Cements fol- 
lowed suit after announcement of *a 
cut of 50 cents per 100 lb. bag of their 
product. The lower dividend of Hong- 
kong Electric of $2.50 compared with 
$3.40 for 1947 engendered belief that 
al: companies which increased capitals 
would not be able to maintain the 
Gividends paid per share prior thereto. 
Application by the Telephone Co. to 
Government for permission to borrow 
$6 millions to complete its purchase of 
Exchange Building, and the disclosure 
of its submission to arbitration that a 
10% increase in charges would not en- 
able it to distribute a dividend of 8% 
on its paid up capital withdrew regular 
market supporters of its shares. Re- 
newed fears of Government’s future 
attitude towards Utility Companies 
gripped a section of investors again. 
Thus sentiment deteriorated anew and 
spread from stock to stock. 


In face of the above it is not sur- 
prising that important operators took 
to the sidelines. Despite the sharp de- 
cline in prices many of therm evince 
no inclination to add to their portfolios 
or take new positions even of selected 
issues. Until they do and sentiment 
brightens it is mot possible to even 
hazard a guess when a change in the 
trend will occur. 

s s = s 


Volume of Business:—Total sales re- 
ported amounted to 32,844 shares of an 
approximate value of $% million a de- 
crease of $34 million compared with 
the preceding week. 

Price Index:—The Felix Ellis aver- 
ages based on the closing prices of 
twelve active representative local stocks 
lost .59 to close at 130.46 the ily bee 
since February 26, 1947. Day-by-d: 
his averages were: Apl. 4, 130.93, Api 
5. Unchanged; Apl. 6, 130.90; Apl 7 
130.59; Apl. 8, 130.46: 


Low 

1s © pee agree ers Ser 155.82 123.88 
NO4B i cesar aca as sinratcats 148.68 134.05 
1049 ee. rede an ~ 95ers 138.37 130.46 
Business Done: 
pene Govt. Loans: 3%% (1948) @ 

Banks: HK. Banks @-1710, 1705. 

Insurance: Canton @ 340. 

Docks & Godowns: North Point 


Wharves @ 6%; S’hai Docks @. 9; 
Wheelocks @ 30. 

Hotel & Lands: H.K. Hotels @ 12%; 
Lands @ 5515, 55; S’hai Lands @ 2.80, 
2.70. 2.60; Humphreys @ 12%. 

Utilities: HK. Trams @ 17.80, 17.90, 


17.80; China Lights (Old) @ 13.70, 
13.60, 13% and (New) @ 9.60; HLK. 
Electrits @ 33%, 33; 1 


27%, 28, 27%. 


‘and New @ 35%: “Watsons @ 47, 
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Buyers’ Market in Hongkong 


Since the end of the hostilities in 
1945, all European countries and for 
that matter, all countries have been 
stressing the importance of one word, 
production. Every budget speech in all 
countries from the Soviet Union to the 
United States has emphasised the fact 
that more must be produced if the 
country is te be prosperous. Various 
methods have been advanced to obtain 
better results, but as a whole thgare have 
been distinct rises in wages and @ 
general tendency for the hours of work 
to decrease. Militant Unionism has 


-always been aiming at a 40-hour week 


and, to a great extent, has been suc- 
cessful in obtaining this. In the U.K. 
this 40-hour week was adopted at just 
about the same time as the French 
abandoned it but nevertheless, up to 
the present time, the workers of Eng- 
land have been able to compete. Wages. 
have increased, especially for the semi- 
skilled workers whose wages have risen 
by a considerably higher percentage 
above the pre-war level than the skilled 
worker, and the difference in remunera- 
tion between the craftsman and the 
semi-skilled worker is considerably less 
than it ever was before. The unfor- 
tunate part of the whole process is that 
the out-put per man-hour has not in- 
creased in proportion to the increase in. 
wages or the reduction in working 
hours, 

The whole world has been clamouring 
for both producers and consumers com- 
modities since the end of the war and 
during the hey-day of 1946-47, coun- 
tries were able to sell just about any- 
thing regardless of quality, and these 
items such as worsted and woollens were: 
apportioned out on a quota basis. Need— 
less to say, this meagre quota was 
eagerly snapped up by importers abroad 
who were able to make handsome pro- 
fits on these items. This system of 
rationing out a quota of goods which are 
in short supply still persists, but is 
there not a possibility that the authori- 
ties of the countries are becoming” 
quota conscious, and surveying the 
world’s markets from a very limited 
and sometimes distorted point of view? 
What is Hongkong’s present position 
with regard to the exporting firms of 
Europe, and especially the U.K. 

In the first place, the U.K. is @ 
buyer’s market and it would be possibly 
of interest to stop and review the posi- 
tion with regard to some specific items. 
It is well known that with the revival 
of the Japanese textile industry there 
is very strong competition from this 
country. Tropical suitings can now be 
purchased from Japan at anything up 
to 40% less than the price of the U.K. 
product and ‘sometimes the price differ— 
ence is greater for the cheaper qualities. 
But what is often not appreciated by 
the authorities and exporters in the 
ULK. is the fact that their quota, which 
due to local shortages in the U.K. is 
expected to be much prized by importers 
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overseas, is in actual] fact not desired 
as the price is not competitive. This news 
comes as a great shock to some expor- 
ters who have become what one might 
call “quota conscious,” especially in the 
tield of textiles. But it is not in the field 
of textiles only that the buyer’s market 
is operative in Hongkong. Chemicals 
such as calcium carbonate, zinc oxide, 
can now be obtained from Japan for 
local industry at a cheaper price than 
from Etrope, and in the metal] line, 
Japanese nails, galvanized iron sheets, 
etc., can be bought, and are being bought 
at very cheap prices. 

This increase in competition in the 
Hongkong market has brought forth 
strong protests from local factories 
who have requested protection. The 
textile trade in the U.K. has obviously 
been perturbed by this resurgence of 
pre-war competition. The accusation of 
sweated labour is hurled across con- 
ference tables and protection is de- 
manded. Trade Unions call the com- 
petition unfair in ane breath and 
demand shorter working hours and in- 
‘creased’ Pay in the next. Hongkong is 
relatively one of the first markets to 
turn from a seller’s to a buyer’s mar- 
ket, and as time goes by, many others 
will develop in the same way. But what 
must be appreciated in the first place 
is that the answer to the buyer’s mar- 
ket is. not protection from so called 
unfair competition, but increased out- 
put per man-hour. Protection will only 
lead in due course to restricted pro- 
duction and subsequent unemployment 
and the retention of the dead wood of 
uneconomic producers in an industry. 
From the days of the “Industrial 
Revolution” in the U-K., the efficiency of 
the worker has increased with reduc- 
tions jn working hours, but the minimum 
number of working hours possible with- 
Out a reduction in output hag now been 
reached, and what must be obtained 
now is larger output in the same amount 
of time. It is indeed ag difficult task to 
convince the average worker that un- 
less he produces more and works harder 
the results may prove disastrous. The 
Trade Union leaders are finding this 
out now, and with the adoption of large 
scale social services which cost a large 
proportion of the annual revenue, it ss 
‘even more important that costs of pro- 
duction must fall, and also by increase’ 
‘output if the standard of living is not 
to fall. 

Hongkong is mainly an entrepot, and 
as such is a good indicator of ruling 
world priees. There are to be found in 
the smal] Colony goods from practically 
every country of -the world, and on 
account of this fact, it is a good in- 
dicator of the relative market prices and 
sales potential of the exports of the 
various countries concerned. 

Some countries have tended to the 
opinion that the China market was one 
which would accept any inferior quality 
goods which were not good enough for 
other markets, but they are now finding 
that this ig indeed g fallacy. If¢ the 
proportion of the annual revenue, it is 
sell, or’ only in a few limited items, and 
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Hongkong Real Estate Market 


Due in the main to conditions in 
China, 1948 saw the peak of the great- 
est boom in land values ever ex- 
perienced in Hongkong. 

Whilst the value of all land appre- 
ciated, the rise in value of plots of 
land suitable for apartments showed 
by far the greatest increase, and some 
of the most. suitable sites changed 
hands several times during the year in 
an upward surge, A great many of the 
buyers were people connected with 
the building trade, and there are few 
contractors who have not embarked on 
building on their own account, rea- 
lising that it was possible to build well 
below the current market price. Those 
who completed their flats by October/ 
November reaped a very fair reward 
and were able to recover up to 30% 
of their total outlay in high “Construc- 
tion Money”. 

The cost of building gradually fell 
throughout 1948 and today it is again 
slightly lower, though the main charge, 
that of labour costs, remains unaltered. 

It would appear improbable that 
there will be any great reduction in 
the cost labour in 1949, nor for that 
matter for quite some time to come, 
but there can be no question that 
Hongkong labour is thoroughly in- 
efficient and _ considerable savings 
could be effected provided there was 
greater supervision. 

An undue proportion of the cost of 
flats and houses in Hongkong is con- 
tained in the basic value of the land, 
and it is difficult to see how sufficient 
people can be found to pay the high 
rents required to provide owners with 
a reasonable return on their capital 
outlay. 

The average cost of flats in Hong- 
kong and Kowloon, suitable for Euro- 
peans, varies from $60,000 to $120,000 
and rents vary from $600 to $1500 per 
month, though there were very few 
available at the former figure. In fact, 
it has been almost impossible to obtain 
a flat on a rental basis without pay- 
ment cf large “Construction Money”. 

There are at the present moment 
a large number of vacant flats which 
the owners are anxious to sell but not 
rent,.and, now that the large majority 
of the big companies. have sufficient 


if the quality of the product delivered 
is not up to the standard of the sample, 
claims will most certainly result. 

Hongkong is becoming more and more 
the entrepot of the East, and is the 
largest customer. of Japan at present. 
It may be that in Europe, its importance 
is very small, but even so it should pro- 
vide a warning light of trade tendencies. 

The world at present is sorely beset by 
the threat of a world conflagration 
breaking out, but world trade continues 
and it will possibly be politic for the 
producers of the world, and especially 
those producing manufactured goods, 
to note the buyer’s market of Hong- 
kong _and take it as an example of 
things to come. — DD. 


for this type of property are few and 
far between. 

Not unnaturally, due to the large in- 
crease in land values, many firms and 
individuals, who have not previously 
indulged in land development, have 
seen tit to carry out building enter- 
prises, and the majority of them had 
such infisted ideas of their properties 
that they missed the top of the market. 
Many of these would-be sellers have 
already followed the market down but 
they have still failed to dispose of 
their properties. A number of these 
people believe that events in the 
North may result in another influx 
of wealthy Chinese in the near future, 
and that they will, therefore, still be 
able to dispose of their properties at 
high prices. What, however, they fail 
to realise is that time is against them 
and that each month between now and 
Cctober, large numbers of flats will 
be completed. 


Cost of Land 


It is difficult either to understand or 
to justify Government’s land policy 
(or lack of it} during the last two 
years. On the one side we see other 
departments of Government doing 
everything in their power to reduce the 
cost of living, whilst the Public Works 
Department, the biggestt land owners 
in the Colony, encouraged the inflation 
of land values. They did this in a 
manner similar to that employed by 
any great monopoly, i.e., reducing 
supplies in the face of increased de- 
mands, 

Had the P.W.D put up all available 
Crown land fer sale, they would 
surely have prevented the continued 
rise in land values. Equally, had they 
taken a bold line in regard to renewal 
of leases which were falling due for 
renewal, rehabilitation, on the Peak 
particularly, would have been greatly 
accelerated and the pressure on the 
hotels reduced thereby, making avail- 
able badly needed accommodation for 
those unable: to raise sufficient capital 
to build for themselves. 

It is not yet authoritatively known 
what the terms for the renewal of 
leases will be, but it is rumoured that 
Government is valuing Peak property 
at between $3. to $6. per sq. ft. On 
the basis of $6. per sq. ft. the whole 
position becomes ludicrous, as the 
basic cost of, say, 15,000 sa. ft. of 
land on the Peak (a reasonable area 
on which to build an average sized 
bungalow) will be $90,000, a figure 
far outside the means of any but the 
“Taipans”’. 

So little land has changed hands .on 
the Peak, especially above Magazine 
Gap, that: it is difficult to know how 
Government have arrived at their 
valuation, but what is certain is that 
if they fix the price too high, very 
few single dwellings will be built on 
the Peak and it will only be profitable 
to -utilise Gevernment land provided 
blocks of flats are built, thus i 
the proportionate cost of land per flat. 
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It can only be hoped that those 
who have rehabilitated since June 
1946 and are therefore eventually 
bound. to accept Government terms or 
lose their buildings, will not be too 
harshly treated, as they have un- 
doubtedly performed a useful public 
function by going ahead with re- 
habilitation and making a small con- 
tribution to the overall accommodation 
shortage. Even at this stage generous 
terms by Government are justified 
provided the buyers build immediate- 
ly., So far Government have contri- 
buted very little to the relief of the 
housing problem, other than con- 
structing expensive siats for their own 
employees and surely it is not too 
much to expect them to mitigate their 
“money grabbing” policy. 

Comparatively few land sales have 
taken place of late. There are still a 
number of buyers but at prices well 
below sellers’ ideas. Moreover, most 
buyei's require financial assistance and 
Banks are today unwilling lenders 
against land. In fact there are only one 
or two Chinese Banks and a small 
number of Mortgage Companies pre- 
pared to lend at the present time and 
interest rates vary from 1% to 1.5% 
per month. 
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The demand for large areas of in- 
dustrial land has fallen off now that 
the demand of the Cotton Mills has 
been satisfied and it is unlikely that 
many groups with sufficient capital 
will enter the market to purchase such 
large properties as that which was 
withdrawn from auction from Kow- 
loon recently, unless there is a large 
concession by way of price reduction. 


There is however, still a small de- 
mand for industrial sites in Kowloon 
of an area of about 20,000 to 30,000 
sq. ft. though buyers are reluctant to 
pay high prices. Equally, land in the 
Repulse Bay area is in demand though 
sellers are not to be found, as the 
majority of Owmers are Chinese and 
prefer to live in this area 


On the basis of all that has been 
said above Government is challenged 
to reconcile its price and rent control 
deflationary measures with its own 
actions as a landowner. Government 
is also challenged to deny the charge 
that its land dealings have contributed 
and are still contributing to the cur- 
rent inflation in Hongkong and the 
maintenance of high prices for re- 
sidential flats and houses. 


Hongkong Commodity Market 


Piece Goods:—The piece goods 
market had some ups and downs dur- 
ing the week; it opened steady, with 
a demand from shirt makers for poplin, 
then became active with African buy- 
ers looking for supplies, which includ- 
ed an order for 10,000 pieces of Shang- 
hai white cloth to meet summer 
requirements. As American piece 
goods were in short supply, prices 
should have improved, but large 
arrivals of Shanghai niece goods pre- 
vented this. The prices ruling in 
Hongkomg were considerably lower 
than in Shanghai, i.e, mammoth bird 
sold at $46 per plece in Shanghai but 
only got $40 in Hongkong, dragon head 
fetched $46 in Shanghai but $41.50 in 
Tsin Leung Yuk white 
sold for $40 in Shanghai but 
$39.80 in Hongkong, double golden 
tael black cloth was $48 in Shanghai 
but $43 in Hangkong. At the end of 
the week improvement was manifest- 
ed, Shanghai sellers holding back on 
account of the lower prices ruling in 
Homgkong, which made. dealings on 
this market unprofitable. However, 
support from buyers from Siam and 
Africa helped the market to improve, 
though not much business was done. 
Tsin Leung Yuk white sheeting rose 
from $39.80 to $41 per piece, dragon 
head grey sheetings rose to $42 (an 
increase of 50 cents), and Kincheng 
drill sold for $45.50. Sun Kwong 
pongese shirting owing to lack of stock 
rose to $55. Other cloths also im- 
proved. 

Cotton Yarn:—About 2,000 bales of 
yarn were shipped to India direct 
‘from Shanghai in the latter part of 
March. Local mills were reported to 
be im difficulties over obtaining sup- 
plies, owing to restrictions in Pakistan 
and .American raw cotton being high © 
in price: The eight varn mills in 


Hongkong working at full capacity 
have now a monthly output of 8,800 
bales, and were looking for raw cotton 
from Brazil to fil} requirements, main- 
ly for yarn of 32’s. Shipments from 
Canton and Shanghai was falling off. 
Water moom 20’s were offered at $1200 
per bale, blue phoenix fell to $1300 
per bale, and other makes fell accord- 
ingly by $10 to $5. 

Raw Cotton:—Since the restriction 
on exports of raw cotton from Pakis- 
tan, local mills have been obliged to 
turn to America for supplies, notwith- 
standing the higher price, about 80,000 
bales having been ordered. Purchases 
of raw cotton from Brazil are also now 
allowed, which will fill requirements 
for yarn of 32’s. About 3,000 bales of 
raw cotton arrived from Burma, the 
colour was good but the length short- 
er. than the Indian 4F. The indent 
price in America was US$0.28 for cot- 
ton for 20’s and US$0.38 for 32’s the 
price in Hongkong was around $1.60 
for 20’s and $2.15 per lb. for 32’s. 
Indian. 4F was reported at an indent- 
ed price of $1.40 odd, but as this made 
the price rather high, local mills were 
Ding it difficult to do business, es- 
pecially with competition from Japan. 

Metals:—The metal market con- 
tinued dull for the whole week, except 
where materials connected with metal 
manufactures were concerned, which 
were in demand for the civil war re- 
quirements. Lead and aluminium rose: 
90% aluminium ingot rose from $90 to 
$115 per picul; aluminium scrap. sold 
at $100 per picul, Canadian standard 
lead improved from $156 to $158 per 
picul, lead bars compound rose to $130, 
printing lead increased to $110 per 
picul, pure Chinese aluminium rose to 
$210, where as Australian aluminium 
99.9% was dull though rising to $117 


per picul. Kwangsi copper ingots were. 


active and rose to $112, American T. 
brand 99.9% also rose to $125 per picul- 
About 800 tons of mild steel bars, 
square, round, flat and angle, arrived 
from Europe. ‘The indented value of 
round bars was £35 per ton f.o.b.,, 
working out at £38 c.if., but the local 
market price was £39 for 1” to 3 

round bars; Fremch round bars sold at 
$41.50 per picul; Belgian round bars. 
had fallen to £30 on the indented 
value, reagyons given. being that (a> 
there was no market for Belgian 
metals in Europe, (b) that the busi- 
ness depression was likely to continue, 
and (c) as a result of mass produc- 
tion prices were kept down; in addi- 
tion,to these causes, the Hongkong 
factories have a monthly output ‘of 
around 8,000 tons for sale, which com- 
petes with the Belgian product. How- 
ever, there was also a fall in the in- 
dented value of European products 
generally, e.g., round bars were $46.50 
per picul last year but at present were 
$42; in America the indented price was 
about US$133 per ton, or $33 per picul, 
which worked out at $43 per picul on 
arrival in Hongkong. British No. 2 
mild steel round bars in bundles fell 
from £32 to £28.10.0 per ton cif. 
Hongkong, while No. 1 dropped from 
£37 to £36, %” to 1” fell to £35.10.0. 
Galvanised mild steel sheets (thin), 
British or Belgian, also fell: Belgian 
3 x 7 ft. sold at $11 per piece, 3 x 6 
ft. at $8.50, British 3 x 7 ft. sold at 
$10.95 and 3 x 6 ft. at $8.40. _ Around. 
500 tons, of galvanized mild steel 
sheets was on offer by Belgian sellers: 
3 x 7 ft. was imdented at about £100 
per ton but was booked at £92.0.5., 
British 3 x 6 ft. sold at $7 per piece 
and 3 x 7 ft. fetched $9 odd. Galvan- 
ized wire was dull, the restriction on 
exports being strict: G8 to G12 
were offered at $57, G14 and G16 
and G13 to G17 sold at $59 to 
$60 per picul, G18 to G22 was 
offered at $73 to $74, G24 was active 
and sold at $108. Wire nails were also 
dull: Belgian 14%” to 3” in drums sold 
at $54 per picul, Czechoslovakian wire 
nails were offered at $52.50, 2” to 4” 
ex-godown fetched $53, and other 
European wire nails showed similar 
drops; Polish wire nails stood at $52, 
while Japanese and Hongkong makes 
were offered at $48 per picul. Rivets 
did not have much sale and fetched 
low prices: 144” to 1%” being offered 
at $70 but selling at $68 per picul; 
Hongkong make fell by $4 to $5, but 
little stock was available. American 
tinplates -were low in stock, as the un- 
favourable rate of exchange prevented 
replenishments, and local factories, 
affected by the shortage, were obliged 
to substitute tin waste, of which good 
supplies were available. British 200 
Ibs. tin waste stood at $106 per case, 
ex-godown at $105; 10 x 10 upward. 
rose by $1 and sold at $96 per case. 
Tin cuttings fell to $74 per case, the 
falling being due to the French pro- 
duct being indented at a lower price 
and the British following. The de 
mand for zinc sheets was weak, as 
local factories were able to meet their 
requirements with the Japanese make: 
G6 sold at $130 per picul, G5 at $135; 
Japanese zinc sheets were booked for 
forward delivery at $118 per picul. 
About 300 tons of British brass sheets 
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were quickly taken by local factories, 
G8 to G12 sold at $310 per picul, which 
was higher than last year (August/ 
September) when the indented value 
was $225 cif. Japanese brass sheets 
_ were $180 cif. for G8 to G12, com- 
pared with last month when a quantity 
was sold at $170 per picul. 


Chemicals:—The market in chemi- 
cals was dull throughout the week. 
Sulphate of ammonia, with low stocks, 
rose considerably; golden coin brand 
was in demand by buyers from Swatow 
and Amoy, velling at first at $55 per 
picul and rising to $57.50. A supply 
of about 1,000: tons of sulphate of 
ammonia arrived from North Korea 
and was offered at $530 per ton, an 
increase of about $150; no sales were, 
however, effected. American sodium 

hydrosulphite sold at. $188 per picul 
' and I.C.I. brand stood at $165. British 
sodium sulphide 5 cwt. drums fell to 
$630 per ton. American caustic soda 
sold at $142 per drum, but dropped to 
$140 upon news of the expected arrival 
of large stocks; crescent brand, failing 
demands from Siam, fell to $223 per 
drum. Chlorate of potash fell, as a 
result of the arrival of large ship. 
ments and failing demands from North 
China and Korea: I.C.I. brand sold for 
60 cents per lb., American drum pack- 
ing fell to 62 cents, and other brands 
followed _ suit. Quebracho extracts 
with large stocks in hand, sold at $92 
per bag, and horse head brand at $90. 
Bright liquid gold was in demand by 
porcelain manufacturers, double stork 
rising in price to $32 per bottle and 
double key brand to $28.50. 

The market in dyes was active, with 
the prospect of further advances in 
view of the possibility of making ship- 
ments to North China and _ Korea. 
Direct green and direct brown rose to 
$520 and $580 ver picul respectively; 
sulphur black, chlorazol green, chryso- 
Pphenine, etc., were, however, dull. 

Cement:—The Green Island 
Cement Co. Ltd., importing from the 
U.K. “Snowcrete” British White Port- 
land Cement, are distributing it locally 
at $55 per drum of 375 lbs., net, ex- 
godown. On the market this British 
product sold at $67/68. Locally manu- 
factured grey cement is selling at the 
coniroiled price of $7.30 per bag of 1 
cewt. or $146 per ton. Failing the ar- 
rival of shipments of cement from 
Formosa the market might have shown 
a rise except that there was little de- 
mand during this week for this product. 
Sales were effected at $6.20 ver bag 
(cwt.) for Formosan cemeat, $5.20 for 
Japanese cement per bag of 100 Ibs., 
spot, and $96 per ton, forward; Indo- 
china black & red dragon at $5.90 per 
bag (cwt.). 

Glass:—Glass was in demand at first 
and prices improved, but the rise was 
not maintained. Belgian 200 sq. ft. 9 
oz. stood at $125, and. 18 oz. at $75 
per case, dropping later to $69; French 
100 sq. ft. 18 oz. sold at $35, a fall of 
$1; Japanese 100 sq. ft. 18 oz. started 
at $34 per case, but fell to $33, while 
200 sq. ft. sold at $78 per case. 

Paper:—The paper market was in 
a depressed state, owing to the lack 
of demand from North China. Added 
to this, lower prices wefe.also ruli 
in Europe. Swedish newsprint in: ro. 


was being booked at £48 c.if. per ton, 
the lowest price gince the end of the 
war, although even this was considered 
high against the local market price 
which had fallen to 32.5 centy per lb. 
for 31”, and to $18 per ream. Other 
papers also fell, through little demand 
for export: Woodfree printing paper 
dropped by 1 cent per lb. in general; 
British cellulose fell to $68 per ream, 
other makes to $60 odd. Cigarette 
paper 27.5 mm fell by about 70 cents 
per bobbin, and 29 mm. by $1 per bob- 
bin. Strawboard also fell in price. 

Old newspapers fell, the market be- 
ing overloaded with stock. Red band 
sold at $16 per cwt. (with label), fall- 
ing to $15.50, and $15 (without label). 

China Produce:—The fall in the 
price of Tungoil continued, as a con- 
sequence of heavy stocks, which have 
been estimated at around 2,000 tons, 
and also as a result of a falling market 
in the United States, where it was 
priced at US$0.19 per lb., and in Eng- 
land where it fell from £145 to £142 
per ton. On the local market a sale 
was effected at $105 per picul. East 
River rosin was dull at first, selling at 
$27.50 per picul, but rose to $28.50 
with orders from Japan and_ India. 
Gallnuts were dull, but a sale was 
made at $68 per picul. Cassia Lignea 
was weak, selling at $30 per picul with 
the expectation of lower prices. 

Bristles were inactive following large 
shipments to America and England. In 
America Tientsin No. 55 long bristles 
fell from US$12 to US$10.50 and short 
from US$7.50 to US$7.40 per lb., and 
Chungking black from US$3.70 to US$ 
3.50; in England Chungking No. 27 
bristies dropped from 26/- per lb. to 
24/-. The Hongkong market price also 
fell, Korean bristles which had sold at 
$44 per lb. im February now selling at 
$41 or $39 per lb. 

Ramie improved with demands from 
Japan, Szechuen ramie fetching $165 
per picul, and Yuen Kiang white hemp, 
rising to $155 per picul. 

Ores:—Wolfram, in spite of con- 
tinuous exports to the Netherlands, 
kept steady as the small quantities 
exported could not affect the price, 
which remained at $328 per picul. Tin 
ingots were steady, being in demand 
for export to America, aid with stocks 
of Canton tin ingots! running low: 
99.75 Siigapore fetched $560 per picul 
and later in the week rose to $580, 
standard Yunnan improved from $550 
to $560, and 99.5% Pat Po rose from 
$540 to $555 though as jt was without 
export licence could not find a market. 

Tea:—About 6,000 cases of tea ar- 
rived from Formosa, for distribution 
among buyers from America, Europe 
and Africa, orders from France being 
almost filled. About 300 cases of green 
tea were despatched to Australia, the 
price being $150 per case which did 
not allow of much profit. Best orange 
pekoe was offered at $130, orange 
pekoe at $110, Pao Chung at $140 and 
$150 (best quality). 

Gunny Bags:—The market was de- 
pressed with few enquiries from Africa, 
Siam, and Singapore. New bags sold 
at $2.98 and old bags fell by 20 to 30 
cents. It seemy that South Africa’s 
demand has been well met by traders 
in the U.S. and elsewhere. 
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Hongkong Aviation 

The Far Eastern Economic Review 
hay frequently referred to the im- 
portance of Hongkong as an air centre 
for the Far East. This is now borne 
out in a striking mariner by a compari- 
son with London’s huge airport at 
Heath Row, which is being expanded at 
a cost of £25 million to meet future re- 
quirements, the scheme to reach com- 
pletion in 1958. As at present func- 
tioning, Heath Row has three runways 
(nine are planned), and sixteen air 
line companies representing 14 nation- 
alities run scheduled services to alk 
points of the world. During 1948, over 
380,000 passengers passed through 
Heath Row, and around one million 
kilograms of mail and freight were 
handled. 

Kai Tak airfield in Hongkong has 
two runways, used by 16 air lines re- 
presenting nine nations. During last 
year 232,568 passengers arrived or 
departed by plane, and over 1.7 mil- 
lion kilograms of freight and mail 
were carried. Plane arrivals and de- 
partures for 1948 . exceeded 1000 a 
month and passengers Carried amount- 


ed to just under 20,000 monthly; 
mails and freight figures averaged 
over 171,000 kilograms per month. 


The monthly average for goods. im- 
ported by air was 22,794 kilograms 
valued at $5.6 million, and of exports 
was 40,611 kilograms amounting to 
$1.2 million per month. 

For the first two months of 1949, 
the number of passengers carried in~ 
created comsiderably, the monthly 
average working out at over 21,000, 
but mails and freight fell to 159,500. 
kilograms per month. 

During 1947 the monthly averages 
were: passengers 6,800 and mails 
and freight around 70,000 kilograms. 

As a further comparison, it is in- 
teresting to know the figures for 
Singapore airport (Kallamg). In 1948 
the number of passengers carried was 
59,303, and mails and freight amount- 
ed to 1.2 million kilograms, or month- 
ly averages of 4,942 passengers and 
103.000 kilograms of mail and freight. 

Below are: given details of the air 
lines using Kai Tak airfield, show- 
ing the variety of routes available:— 

Air France. (French). DC4 and 
DC-3 plames used. Bi-weekly flights 
to Saigon (fare £28), and on to Cal- 
cutta (£60), Paris (£173), London 
(£175); weekly service to Haiphong 
(HK$315) and Hanoi (HK$330). 

Bharat Air Line. (B.A.L.) (Indian 
Government). Skymaster planes. Week- 
ly flights to Calcutta. Flights to 
Shanghai and Tokyo also planned. 

Braathens S.A.F.E.,. Air Transport 
A/S. (Braathens). (Norwegian). DC4 
pianes. Weekly flights to Oslo via 
Bangkok, Calcutta, Amsterdam. Sum- 
mer holiday flights for schoolchildren, 
initiated last year, to be continued 
this year. A-Skymaster plane will 
leave London during the last week 
of July and will leave Hongkong in mid- 
September to take the children back. 

British Overseas Airways Corpora- 
tion. (B.O.A.C.) . (British), Short-Phy- 
mouth flying boat (4 angined). Bi- 
weekly flights to London (Southamp- 
ton) via Bangkok, Rangoon, Calcutta, 
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Karachi, Alexandria amd Augusta, ar- 
riving in 4% days; and also to Singa- 
pore (9 hours); service to Tokyo every 
Friday. The flight from London via 
Hongkong to Tokyo takes seven days. 
The through fare from Hongkong to 
New York via London is £256.15.0 
Currency coupons up to £20 im value 
are available for passengers. 


Cathay Pacific Airways Ltd. (C.P.A.) 
(British). Threa times a week to 
Manila; weekly service to Rangoon, 
and to Bangkok and Singapore twice 
a week; also monthly service to Sydney. 


Central Air Transport Corporation. 
(C.A.T.C.) (Chinese Government). 
DC-3, C46, C47’ and Convair 240 
planes used. Daily flights to Shang- 
hai, Canton (3 flights a day), Swatow 
and Amoy; frequent service to Nan- 
king, Kunming and_ other cities in 
China; weekly to Bangkok; twice a 
week to Tainan and Taipeh in For- 
mosa. 

China National Aviation Corporation. 
{C.N.A.C.) (Chinese). DC4 plane to 
Japan, C-47 or DC-3 to cities in China. 
Weekly service to Tokyo (in 10% 
hours), single fare HK$894, round 
trip $1,303; and to San Francisco via 
Shanghai, Tokyo amd Honolulu; seven 
flights a day to Canton; daily flights 
to Shanghai (twice daily), Amoy, 
Swatow, etc; regular service to other 
parts of China and to Formosa. Main- 
tenance works at Kai Tak. 

Hongkong Airways Ltd. (H.K.A,) 
(British) DC-3 planes, and 4-engined 
Plymouth flying boat to Manila and 
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Shanghai. Flight to Manila every 
Wednesday; to Shanghai four times a 
week, in association with B.O.A.C.; 
Canton four times daily (fare HK$35 
single, $63 return, free baggage allow- 
ance 30 kilos.) 


Macau Air Transport Co. (M.A.T.) 
(Portuguese). Catalina flying boats. 
Service to Macao on Saturdays, Sun- 
days and Mondays, taking 25 minutes. 

North West Airlines. (N.W.A.) (Ame- 
rican). Full-reclining sleeper seats. Four 
flights weekly to the United States: 
Seattle (36 hours), San Francisco (39 
hours), Los Angeles (41 hours), fares 
US$726. 

Pacific Overseas Airlines (Siam) 
Ltd. (P.O.A.S.) (Siamese). DC-4 ‘Sky- 
masters: Bi-weekly flights to Bang- 
kok, with connection to Singapore the 
same day. 


Pan American World Airways. 
(P.A.A.) (American). Frequent weekly 
services to San Francisco via Manila, 
or via Shanghai, Tokyo and Honolulu. 
Regular flights to Manila and to Ran- 
goon; as well as three times weekly to 
London and New York via Bangkok, 
Calcutta, Istanbul, Brussels. 

Philippine Air Lines Inc. (P.A.L.) 
(Philippine). DC-4 Skymasters. Twice- 
weekly service to Manila (fare HK$ 
300); fortmightly service to Calcutta; 
weekly service to Tokyo via Okinawa; 
bi-weekly to San Francisco via Manila 
and Honolulu; also via Bangkok to 
Singapore, and via Calcutta, Karachi, 
Rome, Madrid to London or Amster- 
dam; also via Manila to Sydney. 


April 13 
Qantas Empire Airways (Austra-. 
lian). In association with B.O.A.C. 


DC-4 Skymaster planes. Fortnightly 
flights to Sydney via Manila and Dar- 
win, fare HK$2,496 single, $4,492 re. 
turn. Cargo rate $15.80 per kilo. 

Siamese Airways Company Ltd. 
(S.A.C.) (Siamese Government). C47 
planes. Twice-weekly flights to Bang- 
kok (fare $340); also -flights to Penang 
($590), Singapore ($630), Rangoon 
($500), Calcutta ($645). 

Trans-Asiatic Airlines, Inc. (T.A.A.) 


(Philippine). Trans-Asiatic Airlines 
(Siam) Ltd. (T.A.AS.) (Philippine). 
C47 planes. Services twice-weekly to 


~Manila and Bangkok. 


In addition to the routes mentioned 
above, Canadian Pacific Air Lines Ltd. 
(Canadian) are planning a weekly ser- 
vice from Canada_ to Hongkong via 
Kodiak, Shemya, Tokyo and Shanghai, 
to commence in July. The aircraft 
ta be used are Canadair Fours (M.2), 
equipped with slumber seats. From 
Hongkong to Vancouver will take 29 
hours, at a fare of US$726. 

Maintenance works, in which all 
makes of planes using the airfield can 
be repaired or altered, have been 
established at Kai Tak by Jardine 
Matheson Air Maintenance Company 
Ltd. (J.A.M.C.O.) and by Pacific Air 
Maintenance & Supply Company Ltd. 
(P.AM.AS.) The China National 
Aviation Company also have main- 
tenance works at the airfield, trans- 
ferred from Shanghai, for the upkeep 
ot their own machines. 
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Procedures for Exports to Commonwealth Territories 
in Southeast Asia 


Documents:—In ordinary cases only 
invoices and bills of lading and certi- 
ficates of origin must be presented. 
Certificates of composition are requir- 
ed in the case of textiles, certificates 
of analysis in the case of milk and 
milk foods, certificates of age in the 
case of whiskey, certificates of age 
and purity in the case of brandy, and 
certificates of fumigation in the case 
of used garments. 

Shipping documents should go for- 
ward under separate cover. Goods may 
be cleared before the arrival of the ship- 
ping documents. only when an en- 
dorsement on the bill of entry has 
been obtained from the agent of the 
vessel, 

No special form of invoice is re- 
quired, the ordinary commercial in- 
voice is sufficient, and consular’ visa 
even of this is not necessary. The in- 
voice should give full details of the 
contents of each case, together with 
all expenses incurred, such as freight, 
insurance, and other charges making 
up the cif value. The customs au- 
thorities will accept invoices in air- 
mail-letter form, provided they con- 
tain all the details required. : 

Perfumed spirits, liquid toilet pre- 
parations containing spirits, and all 
other spirituous goods should have 
the number of liquid gallons in the 
shipment specified on the invoice, also 
the number of individual containers 
and the total contents of each. With 
regard .to liquid toilet. preparations, 
the percentage of proof spirits, as well 
as the total measurements, should be 
shown for each item. 


Great care should be taken to see 
the packages appear accurately and 
in fuJl on the bill of lading and other 
documents, as otherwise great diffi- 
culty may be experienced by con- 
signees in obtaining delivery of their 
cargoes. 

Invoices should give full details, and 
should be accompanied by a packing 
slip showing exactly what each in- 
dividual paekage contains and, in the 
ease of textiles, the number of rolls 
in each case and the number of yards 
in each roll. A shipper’s or manufac- 
turer’s mark or stamp, in the corner. 
at each end of the piece of material 
would’ greatly assist in determining 
whether or not lengths have been cut 
off since. shipment. Dimensions and 
the net and gross weights of each 
package should be shown both on 
the packing slip and on the package. 
A duplicate copy of the packing slip 
should be sent with the invoice as 
well as a copy being packed with the 
goods. If the contents of ‘sub-packings 
(i.e., cartons inside packing cases) 
can be detailed in the packing slip, 
it would greatly reduce the time 
spent in checking the. contenits of bad- 
order .‘packages, 
aceurate results, 


‘English language 


‘should be applied 


and, ‘produce more 


“To order” bills of lading are ac- 
ceptable and protected. The bill of 
lading, which will not be released 


until the consignee has met all re- 
quirements, should be sent through a 
local bank. If not sent through a bank, 
precautions should be taken by the 
shipper to insure that his agent re- 
covers all charges due him before the 
documents are released to the con- 
signee, who must present a properly 
endorsed document before he can ob- 
tain delivery of the goods. 

Certificates of origin are required 
On all shipments of merchanise, whe- 
ther from British Empire or non- 
Empire sources, Certificates of origin 
are required for import control pur- 
poses. The country of origin is con- 
sidered to be that which has con- 
tributed at least 50 per cent of the 
eest of the finished product. Airmail 
letter may be used as the form for 
certificates of origin, provided that all 
the required details are included. 

Quarantine Regulations:—-Plants and 
fruits are subject to inspection or 
fumigation. 

Dutiable Value:—Ad valorem rates 
are based on the wholesale cash price 
of gocds of like kind and quality sold 
or capable of being sold at the time 
and place of importation, less trade 
discount and import duty payable; or 
when such a price is not obtainable, 
the cost at which goods of like kind 
and qnality could be delivered at the 
port of entry. Invoice prices should 
therefore be in c.if terms, 

Anti-Dumping Provisions:—No anti- 
dumping measures have been enacted. 

Marking, Packing, and Labelling:— 
Requirements for marking are strict 
and exporters are cautioned to have 
their goods properly marked, inas- 
much as fines, in some instances up to 
three times the value of the ship- 
ment, may be imposed for violations. 


Foreign merchandise bearing names, 


trade-marks, or descriptions in the 
English language or any English 
words at all are considered falsely 
described, as purporting to be of 


British origin, unless there appears a 
definite and adequate counterindica- 
tion of the country in which the goods 


actually originated. Goods, therefore, 
should have the country of origin 
printed on every article, label, or 
wrapper bearing any word or words 


in the English language. 

The counterindication should appear 
on the same label, container, or part 
of the covering of the goods to which 
the name, trademark, or words in the 
are applied and 
should be adjacent to such markings. 
It should not be on a separate label 
nor otherwise detachable; and _ it 
conspicuously. It 
should be repeated for all applications 
of; the.name ‘or trade-mark or English 
«words; except when these are. repro- 


duced in such close proximity that one 
prominent counterindication will cover 
all. If different languages or charac- 
ters are used for the names, trade- 
marks, etc. the counterindication 
should be repeated in each language 
employed. Samples should be marked 
in the same way as goods of value 
forming a commercial shipment. For- 
eign goods bearing no mark of any 
kind do not require an indication of 
origin. 

The marking of weights or mea- 
sures on the labels or containers of 
imported goods is not necessary, but 
whenever given must be according to 
imperial standards. Regulations as to 


medicinal preparations have to do 
only with the alcoholic and _ narcotic 
contents. 


A figure indicating the full length 
of all yard goods must be conspicuous- 
ly stamped on each piece, in standard 
yards and fractions of a yard, as, for 
instance, “40 yards” or if in three 
pieces “40 yards, 3 pieces.” This does 
not apply to ribbons. laces, embroider- 
ies, trimmings, etc., which are not piece 
goods. It must represent the actual 
yardage as imported and not the 
length before shrinkage and dryage, 
resulting from finishing processes or 
atmospheric changes which can rea- 
sonably be foreseen. These markings 
must not be removable except by 
washing or, if on unwashable _ goods, 
they must not be likely to be oblite- 
rated in the ordinary course of hand- 
ling before reaching the purchaser. 
Marks by stitching into the fabric 
which are easily removable by cut- 
ting are not acceptable. This marking 
should be conspicuous and in a colour 
different from that of the fabric, and 
placed upon the fabric itself, on an 
outside fold of the goods where it can 
readily be seen. 


Great care should be observed by 
the exporter in packing goods. The 
exigencies of a damp, ‘tropical climate 
and the transshipments frequently 
necessary require the heaviest of pack- 
ing cases, Cases should be strapped 
and well braced. Goods likely to be 
damaged by heat or moisture should 
be packed in hermetically sealed con- 
tainers. Goods should be so packed 
as to guard against the possibilitv of 
pilferage and rough handling. With 
the exception of very heavy cargo, 
all cargo is discharged by coolies on 
to lighters 

Cardboard cartons are not strong 
enough to withold the ordinary course 
of handling, with the result: that many 
of these cartons turn out at destina- 
tion torn and empty. Cases of thin 
boarding containing chinaware and 
other heavy cargo are not. strong 
enough, and consequently consider- 
able breakage results. 

Case cargo should be packed in new 
cases, preferably hoop ironed, and not 
in second-hand cases. If cargois packed 
in second-hand. cases, the bills of 
lading should indicate “cases, second- 
hand.” Whenever. shipments are pack- 
ed in single or- second-hand gunnies, 
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the bills of lading should be marked 


accordingly, as single bags are not 
considered adequate. The most suit- 
able packing is strong double jute 
bags. Bills of lading should not be 
worded “cases” if in actual fact the 
containers used are “cartons.” 

In some instances of labels the 
stencil ink used does not stain and 


becomes either smudged or, if exposed 
to rain during loading, is completely 
washed off. Package arriving with no 
labels, labels partly or: wholly oblite- 
rated, and labels at variance with 
those shown in the documents not 
only cause a great deal of incon- 
venience to the consignees, who must 


make correcting entries and some- 
times guarantees in order to obtain 
delivery, but also become liable to 


overcarriage or are lost sight of in the 
customs warehouses, if they are land- 
ed at the wrong port. Better ink, and 
labelling on at least two faces of the 
package are therefore urged. 

Specific duties are levied on the 
basis of net weight, which permits 
packing of goods as heavily as desired 


insofar as customs duties are con- 
cerned, 
There are special regulations for 


packing and labelling calcium carbide, 
explosives, compressed gases, and 
other dangerous goods. 

There is no necessity for marking 
weight on packages, but such marks 
will assist in locating packages on the 
wharves and in the warehouses. Goods 
entered in bond must be marked and 
numbered before storing. Avoirdupois 
units of weight and imperial units of 


measure are in official use. If con- 
tainers are marked to show the 
quantity of the contents, imperial 


units must be used. If, however, other 
units are used, they must be so des- 
eribed on the container or label. 
Shipping by Mail:—The value of 
each kind of goods contained should 
be shown separately on the customs 
declarations, in addition to the net 
weight or quantity. Delivery of par- 
cels will be facilitated if senders en- 
close in each package an invoice of 
the contents, and mark “Invoice En- 


closed” on the outside, 
The usual postal prohibitions are 
enforced, These include the _ pro- 


hibition of importing by mail any 
articles of the following nature: Ar- 
ticles likely to damage or soil mail; 
any obscene, indecent, seditious or 
offensive literature; any advertisement 
of an aphrodisiac or remedy for sexual 
diseases; dope (except by special per- 
mission); lottery tickets; books print- 
ed in violation of copyright laws; 
single parts of a dutiable article, un- 
less all the parts are included; 
medicine containing over 42 per cent 
of proof spirit; animal products likely 
to cause disease; and certain dan- 
gerous fireworks. 

Air  Freight:—Documents required 
for air freight are invoices and im- 
port licences. Fumigation jof fresh 
fruit is necessary, 
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Every effort should be made to des- 
patch the invoices together with the 


parcels, If this is not done the con- 
signment will have to wait in the 
customhouse until the documents ar- 
rive, 


Import Restrictions—Exchancge Con- 
trol:—All imports from  non-sterling 
area countries are subject to import 
licenses which must be obtained by 
the importer prior to placing the or- 
der abroad, Under present exchange 
control regulations, means of payment 
for imports are released with the 
granting of the import license, but.,a 
separate application must be made to 
the Exchange Controller and a separate 
permit received. Because of the neces- 
sity for employing foreign exchange to 
the best advantage, import licenses are 
not always freely granted. Therefore, 
exporters, before making shipment, 
should assure themselves’ that their 
customers have obtained a valid per- 
mit for the importation of the goods 
in question. 


Entry and Warehousing:—Goods 
landed must be fully and completely 
entered by the importer within three 
clear days from the date of landing, ex- 
clusive of Sundays and public holi- 
days. Duties must be paid at time of 
entry or the goods declared for ware- 
housing. Duty-free goods must be 
so entered and either taken from the 
customs or stored for later removal. 
If not declared within the prescribed 
3 days after landing, the goods are 
charged double storage rates for 
every 24 hours of such time as they 
may remain in the warehouse over the 
permissible 3 days. All charges for 
services incurred in the unloading, pro- 


per placing, ete. of goods are for 
the account of the importer. Goods 
not properly entered and duties paid 
within 1 month after examination by 
the custems are sold and the pro- 
ceeds from the sale are applied to the 
payment of duties, other customs ex- 
penses, and warhouse rents, and if 
any surplus remains it is paid to the 
proprietor of the goods, if claimed 
within one year. Goods for consump- 
tion must be cleared within 90 days 
from landing. They may be examined 
by the importer before he removes 
them, if permit is obtained from the 
customs, 


Entries must agree in all particulars 
with the particulars of the goods and 
packages. When ad valorem duties 
are levied, the value of each article 
must be itemized, and the values must 
be affirmed by declaration of the im- 
porter. If, upon examination, the 
goods appear to have been underval- 
ued, they may be detained, and within 
2 days may be appropriated “for the 
use of the Crown,” the collector pay- 
ing the importer for the goods at the 
valuation stated, after selling the 
goods and paying the duties. If any 
surplus is left, one-half of such surplus 
is turned. over to the collector of cus- 
toms for later distribution among meri- 
torious employees cf the office. 
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Timber or other heavy or bulky 
articles may not be left for more than 
1 day on any public quay, wharf, 
beach, or landing place, if the free use 
of the place is interrupted or hindered 
thereby. The owner is liable to a fine 
and the expense of moving the mer- 
chandise. If not within 6 days after 
notice, it may be sold by the collector 
at auction. Any surplus from such 
sales, after payment of duties, penal- 
ties, and charges, will be returned to 
the owner of the goods. 

Goods in transit for another port 
may be reshipped under special order 


.of..the collector or other proper offi- 


cial, after due entry. An officer of the 
customs is deputed, at the expense of 
the party desiring transshipment, to 
supervise the transfer of the goods 
from vessel to vessel or from dock to 
vessel. Goods transferred without 
permit or without supervision, together 
with the boat and other means of con- 
veyance of the goods, may be seized 
and are liable to confiscation. Goods 
in transit by mail steamer and declar- 
ed to be so by the master at time of 
report may be transshipped without 
entry or bond, under superintendence 
of proper officials and at the expense 
of the parties concerned. 

There are warehouses especially for 
transshipment cargo, as well as the 
“import” warehouses and public bond- 
ed warehouses. Transit goods _ lose 
their transit identity if stored in im- 
port warehouses unless special permis- 
sion is obtained for such storage. The 
regulations concerning the warehousing 
of goods are very liberal. Goods may 
be entered for storage upon payment 
of port dues and rent without payment 
of duty on first entry (under customs 
control). The same form of entry is 
necessary for goods stored in bonded 
warehouses as is required for goods 
entered for consumption or home use. 
The collector may, if he sees fit, re- 
quire bond of the importer or consignee 
in treble the amount of the duties. It 
is necessary that warehouse goods be 
properly marked and numbered by the 
importer in legible characters with the 
initials of the owner, importer, or con- 
signee, or with other distinguishing 
marks, and be so stored as to be real- 
ly accessible for examination. 

Duty-paid goods are not admissible 
in bonded warehouses, nor are duty- 
free goods unless forming part of con- 
tents of packages containing dutiable 
goods. Regulations may be relaxed in 
case of unopened packages declared to 
contain merely certain “merchandise.” 
No entry for warehouse of goods is 
accepted when size or nature of goods 
prevents placing the goods in the ware- 
house. 

The collector can appoint 
bonding warehouses if the applicant 
furnishes the necessary security to 
cover the duties payable on the goods 
deposited therein. 

If goods are lost, damaged, or des- 
troyed by unavoidable accident, either 
in receiving into the warehouse or in 
the warehouse, duties may be remitted 
by the collector. Goods stored in cus- 
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vr i warehouses remain at the owner’s 
risk. 

All goods declared for warehousing 
must be cleared either for home use 
or for reexportation within 2 years 
from the date on which they were 
stored. This period may be extendet 
at the discretion of the collector, after 
examination to make certain that no 
withdrawals have been made. If gouds 
are not cleared within 2 years after 
entry or within the’ extended perio:| 
granted by the collector, they may be 
sold, after 1 month’s notice, either.for 
clearance inwards or for reexportation, 
and either with or without consent of 
the warehouse keeper, importer, or 
consignee. Any surplus, after payment 
of duties and other charges against the 
goods, is paid to owner of the goods, 
if known. If no one can be establish- 
ed as owner of the goods, the surplus 
is turned over to the Government, 
claimable by the proved owner during 
a further period of 1 year. If the 
goods are not worth the duties, the 
goods may either be destroyed or be 
reexported (with or without consent 
of owner, importer, or warehouse 
keeper), according to the discretion of 
the collector. In such cases the collec- 
tor may demand that the warehouse 
keeper pay the duties due on the goods. 

With the permission of the collector 
and after due notice from the importer 
or proprietor of the goods, goods’ in 
warehouses may be- sorted, separated, 
packed or repacked, or such alterations 
mace as may be necessary for the pre- 
servation, sale, shipment, or disposal 
thereof, under customs supervision. 
They must be repacked in the contain- 
ers in which imported, or in such 
packages as the customs may permit. 
Samples may be taken - from ‘ware- 
housed goods either with or without 
payment of duty, as may be allowed 
by the collector. However, duties may 
eventually become payable on the 
entire quantity of goods as originally 
stored. Any refuse or damaged mer- 
chandise occasioned by these operations 
may be destroyed at the request of the 
importer or proprietor, if not worth the 
duties, and no duty will be exacted 
by the customs. 

Unless the collector-has reason to 
suspect fraudulent documentation no 
duty is assessed on deficiency in goods 
entered and cleared for exportation. 

Warrants or warehouse receipts for 
goods stored in bond are negotiable and 
transferable one or more’ times by 
endorsement of the owner, importer, or 
consignee of the goods, or of the holder 
of the warrant or receipt. Goods are 
obtainable only upon surrender of the 
warrant or receipt, and upon payment 
of the duties and charges assessed upon 
the goods. 

Goods not declared within 1 month 
after landing or not cleared within 90 
days, if declared for consumption, or 
within 2 years (if not extended) from 
storage in bond are considered.as aban- 
doned, and may, after public advertise- 
ment, be sold at auction by the collec- 
tor, either for home use or for re- 
exportation, and the proceeds applied 
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to payment of the duties, the ware- 
house rent, and other customs ex- 
penses, as well as the freight charges. 
The surplus, if any, is paid to the 
proprietor. If no proprietor is found, 
it is held by the Government for 1 
vear, at the end of which time it re- 
verts to the Treasury. 

Reexportation:—Goods may be re- 
exported at any time before payment 
of duty, so long as the freight, storage, 
and other expenses are paid. 

When goods are reexported afier 
payment of duty, seven-eights of the 
duty paid may be refunded at the 
discretion of the customs. The goods 
must be specially identified. No re- 
fund is obtainable on goods which are 
not identifiable or the identification of 
which is attended with undue diffi- 
culty, as, for example, in the case of 
grain, sugar, milk, tobacco, etc. Goods 
(except personal baggage) on which 
refund of duty is requested must not 
have been used after importation, and 
no change in ownership may have 
taken place. Reexportation must 
take place within 2 years from date 
of importation, unless the period is 
extended by special sanction. No re- 
fund is obtainable in excess of the 
value of the goods. Claim for refund 
must be established at the time the 
goods are reexported. Goods should 


be deposited in the customs 24 hours 


before shipment and the export entry 
should be.endorsed “under claim for 
refund.” Gcods reexported by mail 
must be presented for identification to 
the posal appraiser and packed and 
mailed under his supervision. The 
appraiser will quote the import way- 
bill and entry number on the applica- 
tion and certify to the posting. 

When the following goods are re- 
exported, the whole or part of the 
duties are refunded, subject to cer- 
tain conditions specified in the customs 
tariff. (1) Articles imported by 
visitors for their personal use. (2) 
Trade samples brought by commer- 
cial travellers. (3) Effects and pro- 
perty imported for circuses and thea- 
trical companies. (4) Ingredients 
used in the manufacture or prepara- 
tion of composite goods. 

Irregularities: — Goods  transshipped 
from one vessel. to another without 
special authority for ‘the transfer, 
goods taken from any ship, out of any 
warehouse, or for which demands 
shall be made for delivery from any 
warehouses without having been duly 
entered, and all goods for consump- 
tion not cleared within 90 days, are 
subject to seizure and liable to con- 
fiscation and sale by the customs. 
Importation or removal of prohibited 
or restricted goods from ships or 
warehouses renders the person com- 
mitting the offense liable to a fine of 
treble the value of the goods. Per- 
sons assisting in such operations are 
liable to the same penalty. 

False declaration, or undervaluation 
of goods,-or the presentation of false 
or falsified documents, or untrue ans- 
wers to questions asked by officials, 
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subjects the offending person to a fine. 


The usua] regulations for penalizing 
smuggling and concealment of goods 
irregularly imported are: provided in 


the customs laws. 

Commercial Travellers’ Samples:— 
Samples of no commercial value are 
admitted free of duty. If having com- 
mercial value, bona fide samples may 
be admitted for reexportation upon de- 
posit of a duty, which will be refunded 
upon presentation for reshipment. For 
purposes of identification and assess- 
ment of duty, a list of all samples with 
a full description of each article must 
be declared at the time of entry, on 
such forms as may be provided by the 
collector of customs. If reexported 
within 6 months (unless the period has 
been extended by the collector) full 
refund of duty is granted on applica- 
tion when all samples are found to 
be present. If any have been sold, the 
duty for such missing articles will be 
deducted from the amount of refund 
allowed, . 

Samples having commercial value 
are subject to import license control. 

Not all advertising matter is duty 
free. Only the following are exempt 
from duty. Trade circulars, ‘trade 
catalogues, showcards, show plates and 

Trade-Marks:—In order to prevent 
the deception of the public by the offer 
for sale of goods as having some con-- 
nection with the particular trader 
when in fact they do not, it has become 
necessary to register trade-marks. No 
person is entitled to represent his 
goods as those of any other person and 
no person is entitled to use any mark, 
sign, symbol, or device associated with 
the goods of another. Infringement of 
any sucu right is actionable. «é 

Importation of Condensed and Dried 
Milk:—(1) The container of the milk 
should bear a label specifying the 
volume of contents, i.e. it should 
specify what the volume of the mixture 
will be when the contents are diluted 
according to the dilution instructions. 
(2) Directions for dilution should 
clearly state the proportions of dilu-_ 
tion which will produce a fluid con- 
taining not less than 12.4 percent of 
milk solids (including not less than 3.6 
percent milk fat). ._ (3) The cordensed. 
milk itself, prior to dilution, must con=- 
tain at least 31 percent of milk solids, 
including at least 9 percent of milk fat.* 
(4) There should also be produced in. 
respect of each brand of milk a cer- 
tificate from a properly qualified and 
recognized analyst to the effect that 
the fluid produced by dilution complies 
with the requirements of (1) and (2) 
above. The certificate of analysis 
should give details as to moisture, fat, 
proteins, lactose, ash, and cane sugar.” 
if the milk is of foreign manufacture . 
this certificate should be authenticated 
by the British consul at the port of 
shipment, It is not necessary that each 
consignment should be accompanied by 
a separate certificate. If a certificate 
is accepted for one particular brand 
of milk, further consignments of that. 
brand will be admitted on the strength 
of the analysis. 
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HISTORY OF MALAYA 


The Aborigines. 

The aboriginal inhabitants of that 
part of the Malay Peninsula which is 
now known as Malaya, numbering 
about 30,000 people, are usually divid- 
ed into two main divisions, Semang, 
and Sakai of whom the Jakun (for- 
merly considered to be a_ separate 
race) are nowadays 
sub-division. These divisions are 
based upon differences of physical 
characteristics, differences of language, 
and differences of geographical location. 
The date of the arrival of these 
aboriginal peoples in Malaya is un- 
known, but it is probable that the 
Sakai whose original home is con- 
jectured to have been Yunnan and 
who are akin to many hill-tribes in 
South China, Indo-China, Formosa, 
the Philippines, Borneo, Celebes and 
Sumatra, appeared in this part of the 
world some thousands of years before 
Christ. The Semang Negritoes, hav- 
ing racial affinities with the Aeta of 
the Philippines and the aboriginal 
inhabitants of the Andaman Islands, 
may have been earlier arrivals. They 
roam the jungles in the north of 
Malaya and are mostly men of the 
plains. They are regarded as being 
the lowest in the scale of civilisation, 
and have only a very scanty know- 
ledge of agriculture. 


The Sakai inhabit the hills and 
foot-hills south of the Semang. They 
are of Mongoloid stock. They are 


semi-nomadic and often live in com- 
munal huts. Noteworthy among the 
Sakai are the Norther Sakai who in- 
habit the hills which form the boun- 
daries between Perak, Pahang and 
Kelantan. Owing to the fact that 
they have lived in the more healthy 
climate of the hills, free from the 


encroachment of other races, they 
have been enabled to develop a 
physique and a general outlook on 


life markedly superior to that of their 
kinsmen elsewhere. The Jakun are 
to be found in the coastal forests of 
South Malaya. Originally sea-farers 
(one branch of them is known as 
Orang Laut—“sea folk”) in, the course 
of many centuries they have in some 
cases been forced inland up the rivers. 
The Sakai (and'Jakun) are sometimes 
described as Proto-Malays and a con- 
siderable element in the physical make- 
up of the civilized Malay is derived 
from the aboriginal . stock. Another 
element to be found in the racial com- 
position of the Malay in some parts of 
Malaya is the Indian. 


The Indian Period 

About the first century, A.D., Indian 
traders from the Coromandel coast 
began to arrive in the Peninsula and 
in other parts of the Archipelago in 
great numbers. They came to barter 
their fabrics, their iron implements, 
their beads and the like for the pro- 
duce of the jungle: its gums, camphor, 
wood‘ and gold-dust. Ptolemy’s ac- 
count of the “Golden Chersanese” is 


regarded as a. 


clearly descriptive of the Peninsula 
about this period. 

In time many of these Indians, 
accompanied by their skilled crafts- 
men, such as architects, cloth weavers 
and workers in metal, settled here 
and in numerous other places in the 
Archipelago, inter-married with the 
aborigines and built towns. In the 
Malayan part of the Peninsula their 
chief settlement was on the river 
Merbok in Kedah. The town came to 
be known in Malay records as Lang- 
kasuka. These Indian colonies led the 
virtually autonomous’ existence of 
city-states but. as time went on, they 
all came under the domuinanrion of Sri 
Vijaya, an Indo-Malay Kingdom, 
which had its capital, at one period, 
in Palembang. Later Sri Vijaya 
shifted its capital, it is ihought, to 
Langkasuka, 

The Indians wielded an important 
influence among the tribes with whom 
they had contact in the neighbourhood 
of the towns and the ports. They 
introduced Indian customs, including 
the system of rule by rajas in place 
of, or side by side with, the old simple 
Proto-Malay patriarchal or matriarchal 
tribal organisations. They dissemina- 
ted Buddhism both of the southern 
school (Hinayana) and the northern 
school (Malayana). Animism was, 
however, the basic cult of*the Malays 
until it was replaced by Islam. The 
Indians brought a large number of 
Sanskrit words into the Malay lan- 
guage, introduced Indian alphabets for 
writing that language, and in time 
familiarised the Malays with the great 
Indian epics to which Malay literature 
and drama of the Shadow Play variety 
came to owe so much, 

Indian economic and cultural 
dominance lasted in Malaya from the 
early Christian era up to about the 
15th century when the arrival of Islam 
first weaxened and then destroyed it. 
The process of destruction was accele- 
rated by the advent in 1511 of the 
Portuguese who came to control the 
Malayan trade which up to that time 
had been largely Indian. 


The Kingdom of Matacca 


It is conjectured that it was from 
the Kingdom of Sri Vijaya that the 
State of Tumasik (later to be known 
as Singapore) was founded about the 
13th century. The latter, in turn, 
gave rise to the Malay Kingdom of 
Malacca. Tumasik, after beating off 
an attack by the Siamese about 1348, 
fell to the forces of Majapahit about 
1376 and disappeared from history for 
four hundred years. The dispossessed 
ruler of Tumasik, Parameswara, fied 
to Malacca (then a little fishing village) 
which in the course of the following 
century grew to be of such great 
importance. The infant Malay State 
which he founded there was beset by 
enemies, chief among whom were the 
Siamese who claimed allegiance from 
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its rulers. The latter, however, ap- 
pealed for protection to the Emperor 
of China who raised the title of the 
Malay ruler to that of King of Malacca 
in 1405, freed him from any depen- 
dence on the Siamese, and warned that 
people to refrain from _ attacking 
Malacca. Later in the century the 
Siamese renewed their attacks, but by 
then the Malays had grown powerful 
enough to defeat them without out- 
side assistance, and even to conquer 
the Siamese vassal State of Pahang 
about 458. 

The new Kingdom of Malacca grew 
apace in the 15th century. Its port 


“was thronged by traders from many 


nations and small _ settlements of 
Javanese, Chinese and others, were 
established there. By the end of the 
century it had extended its sway over 
the Malay Peninsula as far north as 
Patani and over some of the coastal re- 
gions of West Sumatra. During that 
century, too, began the conversion of 
the Peninsula Malays to Islam. 

The first centre of Islamic missionary 
effort in the Malay Archipelago was 
Northern Sumatra. Thither Indian, 
Persian and Arab Muslira missionaries 
flocked from the 14th to the 17th 
centuries. From North Sumatra Islam 
spread to Malacca which, by the end 
of the i5th century, had become the 
centre of the new religion in the 
Archipelago. 

This process of Islamisation was 
gradual: it started in real earnest in 
the Peninsula in the 15th century and 
was not completed till about the 17th 
century, when Iskandar Muda, Sultan 
of Acheh, compelled acceptance of 
Islam at the point of the sword. Its 
progress appears to have been stimula- 
ted by the violent opposition of the 
Portuguese. Its effect among the 
Malays was enormous: India lost its 
pre-eminence among them as a sort 
of mother-country: Indian ties were 
loosened and finally broken, Indian 
culture was no Jonger sought after: the 
Arabs and their religion and culture 
were taken as a pattern: The Indian 
pantheon was replaced by the Muslim 
belief in One God. Buddhism and 
Hindu rites yielded to Islam: Indian 
temples and religious symbols were 
destroyed; Indian names of places were 
in some cases altered; the local rulers 
who used to be known by the Indian 
titles of Maharaja or Parameswara 
were thenceforth called by the Arabic 
title of Sultan: The Arabic alphabet 
was adopted in place of Indian scripts; 
the flow of Sanskrit words into the 
Malay language ceased and that sourte 
was replaced by Arabic. The Malay 
versions of the Indian epics, the 
Mahabharata and, the Ramayana, were 
put in the background. and _ replaced 
by writings with a Muslim bias. Malay 
versions of Hindu romances were often 
altered to give them a Muslim colour- 
ing. Indian aestheticism gave way to 
Muslim rigidity; and the convivial 
habits of the Malays were replaced by 
eh strict teetotalism prescribed by 
slam. : 
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The Malay Kingdom of Malacca 
came to an end in 1511 when, after 
fierce fighting, the town was captured 
by a Portuguese fleet Mnder Alfonso 
d’Albuquerque. The Malay ruler, 
Sultan Mahmud, fled to Johore where, 
in the course of time, he set up a new 
kingdom based on Johore, Pahang and 
the Riau Archipelago which became 
Known as Riau-Johore. 

The Portuguese held Malacca from 
1511 until 1641 when they were dis- 
possessed by the Dutch. They were 
crusaders rather than traders, and 
their compulsory conversions to Chris- 
tianity made them detested by the 
Muslim Malays. In view of the 
scanty reinforcements which they re- 
ceived from Europe they encouraged 
their soldiers to inter-marry with the 
iccal women and enlisted the sons born 
of these unions in their armed forces. 
Lack of assistance from their home 
country was mainly responsible for the 
Portuguese defeat by the Dutchin 1641. 

The Dutch conquerors of Malacca 
held ‘their new possessions till 1795. 
In striking contrast to their predeces- 
sors they concerned themselves almost 
entirely with trade. When they were 
replaced by the British they left be- 
hind in the town of Malacca a few 
interesting specimens of Dutch Colonial 
architecture which are still in use. 

In 1795, during the Napoleonic wars, 
England took peaceable possession’ of 
Malacca, returned it to the Dutch in 
1814 in accordance with the Convention 
of London, and finally regained pos- 
session of it by virtue of the Anglo- 
Dutch Treaty of Holland of 1824 which 
recognised the Malay Peninsula as be- 
ing within the British sphere of in- 
fluence. 


The Kingdom of Riau-Johore 


Mention has already been made of 
the Kingdom of Riau-Johore which 
was founded by the fugitive Sultan of 
Malacca and which. included Johore, 
Pahang, Trengganu, the Riau Archipe- 
lago and the Karimon Islands, and 
indeed loosely took in all those parts 
of Malaya over which the Portuguese 
did not exert effective control, that is 
to say, almost the whole of Malaya 
for the Portuguese (and their succes- 
sors the Dutch) could command only 
the coastal areas between Malacca 
and Batu Pahat in Johore. These 
European nations, however, held com- 
mand of the sea: an _ all-important 
factor which debarred their Malay 
enemies from legitimate trade and 
drove them all the more readily to 


piracy. 
The Riau-Johore Kingdom, with 
its capital at Kota Tinggi, Johore, 


from the very outset had an uneasy 
existence. Its rulers were weak; de- 
prived of trade, its funds were low; 
it was desolated by internecine con- 


flicts, and it was not long before 
other enemies, this time non- 
European, appeared on_ the scene. 


Early in the 17th century a great and 
sinister figure made his appearance 
in the Archipelago: Iskandar’ -Muda, 
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Sultan of Acheh, in North Sumatra. 
His piratical hordes swept through 
Malaya massacring, pillaging and 
carrying away into captivity many 
thousands of Malays. Malacca was 
the only place that he failed to cap- 
north as Patani was immune _ from 
his depredations, He completed the 
conversion of the Peninsular Malays 
to Islam by compelling conversion at 
the point of the sword. 


This invasion further weakened the 
already weak position of the Riau- 
Johore Kingdom. The year 1699 was 
signalized by the murder of the Sul- 
tan, known posthumously as Marhum 
mangkat di-pulang, the last and the 
most degenerate of the direct line of 
the old Malacca Kings. The extinction 
of the old-royal stock of Malacca in 
Johore, coupled with the periodical in- 
vasions of the Bugis which began to 
occur about this time, and to which 
reference is made below, commenced 
the disintegration of the Riau- Johore 


Kingdom which the Anglo-Dutch 
Treaty of 1824, by splitting up the 
Kingdom into English and Dutch 


spheres of influence, completed. 


The successors of the murdered 
Sultan lost most of their power, and 
retired to Riau, leaving their Benda- 
hara behind in Pakang, their Temeng- 
gong in Johore, and another high 
official in Trengganu. These _ chiefs, 
nominally the Ministers of the Sul- 
tan, eventually became the rulers in 
the respective States and the present 
royal families of Pahang, Johore and 
Trengganu are descended from them. 


The Bugis from the Celebes began 
to swarm into the Malay Peninsula 
about the beginning of the 18th cen- 
tury. They were a bold piratical people 
and established a great name _ for 
themselves as fighters. They were led 
by warriors with the name of Daing 
and Suliwatang and they often wore 
armour consisting of coats of chain- 
mail. The Bugis overran Johore and 
Selangor, made themselves 
Perak, Pahang and Trengganu, and in 
the course of the century they in- 
vaded Kedah on_ several occasions. 
When they conquered a territory and 
settled there their chiefs invariably 
took wives from the local notables. 
The ancestors, on the male side, of 
the present royal families of Johore 
and Selanger are descended from the 
offspring of such unions. It is pro- 
bable that, but for the presence of 
European nations in the Archipelago, 
the Bugis, would have carved out 
for themselves quite a considerable 
kingdom in Malaya. 


In 1773, the country now comprising 
Negri Sembilan inhabited by a people 
of Minangkabau origin. who had ex- 
tensively intermarried with the local 
Proto-Malays and who followed a 
matriarchal system of society, had 
seceded from the crumbling Riau- 
Johore Kingdom to form a confedera- 
tion of little States. under a Minang- 
kabau- Prince from Sumatra. 


felt in. 
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Relations between Siam and the 
Northern Malay States—Foundation 
of Penang 


Although Siamese aggression in the 
southern part of the Malay Peninsula 
had been effectively checked by Malac- 
ca in the 15th century the destruction 
of that Kingdom in 1511 by the Portu- 
guese (who cultivated Siamese friend- 
ship) had the effect of reviving Thai 
pretensions to the Northern Malay 
States: Kedah, Kelantan and Treng- 
ganu. The Siamese suzerainty over 
these States was vague, fitfully exercis- 
ed and often resisted. The practice, 
however, grew up for these States to 
send periodically to Siam a ceremonial 
present of “Golden Flowers” (bunga 
emas). This offering was claimed by 
Siam to be a mark of submission but 
by the Malays to be merely a sign of 
respect and friendship. The Siamese 
suzerainty, when exercised, was resent- 
ed by the Malays and; in the case of 
Kedah, the issue became acute when 
Francis Light, in 1786 on behalf of the 
East India Company, took possession 
of the Island of Penang which hitherto 
had formed part of Kedah. Light had 
been negotiating with the Sultan for 
the cession of Penang. Chief among the 
terms demanded by the Sultan were 
a guarantee of military assistance in 
the event of attack upon Kedah by land 
(that is to say, by Siam or Burma) and 
the annual payment of a sum of 
$30,000. Although Light accepted these 
and proceeded to take possession of the 
Island the company repudiated his ac- 
ceptance and declined to give up pos- 
session. 

In 1791 the Sultan was defeated in 
an attempt to retake the Island by 
force. By a treaty made in 1800 be- 
tween him and the company the ces- 
sion of Penang, to which Province 
Wellesley was now added, was confirm- 
ed, and the company agreed to pay the 
Kedah ruler $10,000 a year whilewthey 
remained in possession of these places. 
The treaty was silent as to military 
assistance. Throughout the negotiations 
for the cession of Penang the Kedah 
ruler had omitted to consult Siam. The 
Siamese were furious at this ignoring 
of their suzerainty but they bided their 
time. ; 

In 1821 came their opportunity for 
vengeance. A Siamese force under the 
Raja of Ligor invaded and conquered 
Kedah. No quarter was given to the 
inhabitants and many thousands were 
massacred, Kedah loosing thereby, - it 
was claimed, more than half its popu- 
lation. The Sultan was driven into 
exile and the Siamese assumed _ direct 
control of the country, a state of affairs 
which continued until 1842 when the 
Siamese officials were recalled and the 
ex-Sultan was re-instated though 
Ferlis, which hitherto formed part of 
Kedah, was placed under a_ separate 
Raja. Kedah, however, together with 
Kelantan and Trengganu, remained un- 
der the suzerainty of Siam until 1969 
when the Siamese, by the Treaty of 
Bangkok, transferred all their rights 
over these States and over Perlis to 
Great Britain. 

Penang, the cession: of which to the 
East . India_ Company: had been ° 


source of :such ‘trouble for: Kedah had, 
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In many respects, a promising start. 
Acquired primarily as a naval base, it 
had an assured food supply from the 
agricultural region of Province Welles- 
ley; it was a free-trade port; it allowed 
the occupation by settlers of such land 
as they could clear with a promise of 
title; its status was raised in 1805 io 
that of a Presidency like Bengal, 
Madras and Bombay, and it was sub- 
ject only to the control of the Gover- 
nor-General of India. All these factors 
attracted to the Island a_ large and 
varied population and the stage seemed 
set for the development of Penang into 
a really important city. But Francis 
Light’s inexperience in administra- 
tion, resulting in the alienation of 
lands without prescribing rent or condi- 
tions of cultivation, and the omission 
to reserve land for public purposes, his 
policy of  self-aggrandisement and 
nepotism, his dependence upon opium, 
arrack and gambling farms for re- 
venue, and his dependence upon India 
for decisions greatly impeded the pro- 
gress of Penang. The Indian habit of 
permitting officials to engage in local 
trade was another factor which mili- 
tated against Penang’s progress. But 
above all Penang as an important city 
was doomed by its inferiority as a sea 
port to Singapore which, through the 
foresight of Thomas Stamford Raffles, 
was founded as the great natural trade 
entrepot in the Malay Archipelago. 
Singapore 

Thomas Stamford Raffles, a young 
official in the employment of the Kast 
India Company at Penang, was. the 
founder of Singapore. In 1808 he at- 
tracted the notice of Lord Minto, 
Governor-General of India, by his elo- 
quent plea against the proposed aban- 
donment of the ancient town of Matac- 
ca—a proposal put forward by the 
Directors of the East India Company 
on the ground that Malacca would soon 
have to be returned to their Dutch 
rivalf , 

Later,“ Lord Hastings, successor to 
Lord Minto, authorised, Raffles to seek 
a trading-station south of Malacca on 
the route of English ships to the Far 
East, on a site not already occupied by 
the Dutch, the great rivals of the East 
“India Company in their unceasing quest 
tor profitable trade centres. Rattles 
“decided upon the Island of Singapore, 
at that time included in the territories 
still nominally held by the rulers of the 
Kingdom of Riau-Johore. A difficulty 
in negotiating arrangements with the 
‘ruler was that the then nominal Sultan 
_of that Kingdom, Abdurrahman, an ap- 
’pointee of the Dutch and the Bugis, 
was not the eldest but the second son 
of the preceding ruler. The eldest son 
‘Husain had been ignored. Raffles solv- 
ed the difficulty by entering into nego- 
tiations with Husain, and with the 
Temenggong of Johore, norminally the 
minister in Johore of the Riau-Johore 
Kingdom, but virtually the ruler of all 
Johore except the Muar district; and 
in 1819, the Temenggong and Husain, 
now recognised by Raffles as Sultan, 
signed an agreement allowing the Bri- 
tish to choose land for factories in re- 
turn for, annual allowances of $5,000 to 
the Sultan and $3,000 to the Temeng- 
gong. In 1824 a final. agreement was 


concluded ceding Singapore in perpetu- 
ity to the British. 

Raffles’ policy of free trade for Singa- 
pore, his encouragement of settlers, and 
above all the natural advantage of 
Singapore as a port serving the whole 
of the Archipelago, led to the pheno- 
menal development of the new town. 

People of many races, above al] the 
Chinese, thronged to Singapore as, in 
a lesser degree, they were thronging to 
Penang. The descendants of these 
Chinese were to become the pioneers 
of the Chinese immigration into the 
Malay States which began on a large 
scale in the latter half of the 19th 
century. rs 

Raffles was a scholar of Malay with 
an intensely sympathetic interest in 
the local peoples of all races especially 
the Malays. He worked upon a scheme 
for a complete federation embracing 
the States of the Peninsula and of the 
Archipelago including Mindanao in the 
Philippines. He protested against the 
reintroduction of the slave trade and 
against slavery. He planned a Malay 
College for Singapore. 


Establishment of British Protection in 
the Malay States 


Raffles strongly favoured British ex- 
pansion not only in Malaya but else- 
where in the Archipelago. With his 
disappearance from the scene the ideal 
of a forward policy in this part of the 
world became dormant until it was 
awakened, in the last quarter of the 
century, by the rivalries of the great 
European powers and by the demands 
of British and Chinese capital seeking 
fresh fields for expansion coupled with 
the discovery of the rich mining re- 
sources of the Malay hinterland. The 
laissez faire policy of the successive 


British Governments and the unenter- 


prising attitude of the East India Com- 
pany (which governed the Straits till 
1858), particularly sensitive to any 
venture savouring of expense, left the 
Malay States almost completely un- 
touched although some of these States 
had asked for British protection. 

In the seventies of the century, how- 
ever, the British Government came . to 


realize that a more progressive and 
realistic policy was necessary in its 
dealings with the Malay States. The 


administration of affairs in the Straits 
was now under the control of the Col- 
onial Office to which it had been trans- 
ferred from the India Office in 1867, 
and the new system enabled London to 
pay more attention to the Malaya Pen- 
insula. 

The reasons which prompted the Bri- 
tish Government~to play a more posi- 
tive part in the affairs of the native 
States were as follows: 

_(1) This was the period of annexa- 
tion of many of the backward _ terri- 
tories in the world by the great Euro- 
pean nations. If Britain did not take 
immediate action to dominate the 
Malay territories there was a grave 
danger that another European power 
would step in and do so. In this con- 
nection the granting by the Rajas of 
huge concessions of land wholesale to 
Europeans and others, a practice that 
became prevalent at this period, con- 
stituted a grave danger to the British 
pasition in the Malay Peninsula as 
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there was always a_ possibility that 
these concessions would fall into the 


hands of the subjects of another Euro- 
pean nation which would thus be pro- 
vided with a pretext for interference in. 
the Malay States. This danger was 
very real (and came chiefly from 
France, Germany and Russia). 

(2) There was the danger from 
Siam. In 1873, the year before the 
signing of the Pangkor Treaty, she haa 
almost succeeded in inducing Perak to 
come over to her as a tributary State; 
she already had vague rights over the 
States of Kedah, Kelantan and Treng- 
ganu. But it was not so much Siam 


_ that was feared: the fact was that the 


very existence of Siam herself as an 
independent nation was imperilled by 
France. If Siam fell into the hands of 
the French then her Malay subject ter- 
ritories would automatically go to 
France too, and the stage would have 
been set for an Anglo-French war. 


(3) British intervention became 
necessary when the position of the 
Western Malay States deteriorated; 


disputed succession to a Sultanate and 
quarrels (in whic! the Chinese took a 
prominent part) as to the ownership 
of lands rich in tin led to civil wars 
and to widespread disorders. 

(4) The impulse of British capital 
(either European or owned by Malayan 
Chinese) attracted by the mineral 
wealth of the interior as demonstrated 
by the rich tin fields in Larut and 
elsewhere. 

So in 1873, Sir Andrew Clarke, the 
new Governor of the Straits, came out 
armed with authority from the home 
Government for more active interven- 
tion in Malaya. The first result of 
the new policy was the treaty of 
Pangkor with Perak in 1874. In the 
same and the following decade of the 
century there followed agreements 
with Selangor, with Sungei Ujong and 
the other little States of Negri Sem- 
pilan, and with Pahang. In _ 1909, 
after long negotiations with Siam, that 
country transferred to Great British 
her rights in the Northern States, and 
in the same year agreements were 
concluded with Kedah, Kelantan and 
Perlis, and in 1919 with Trengganu. 
Relations with Johore were regulated 
by a treaty made in 1914. , 

These treaties, either in their original 
form; or in the form in which some 
of them were later modified, were in 
their main features substantially 
similar. The provisions common to 
all these agreements were as follows: 

(1) The “Malay States agreed to 
accept British protection and to have 
no dealings with foreign powers ex- 
cept through Great Britain. 

(2) Great Britain guaranteed the 
States protection against attack by 
foreign powers. 

(3) The agreement provided for the 
appointment to the State of a British 
Officer whose advice must be taken 
and followed except in matters con- 
cerning the Malay religion and Malay 
custom. 

Some of the treaties contained no-ex- 
press mention of ¢ustom, but the un- 
dertaking not to interfere with custom 


1949 


was accepted as being implicit in all 
the agreements with the Malays, whe- 
ther it was set forth in the actual 
words of the treaty or not. 


Although the title of the British 
Officer appointed in pursuance of the 
treaties varied—in Perak, Selangor, 
Negri Sembilan and Pahang he was 
called Resident, in the other States, 
Adviser—it was never intended that 
there should be any difference in their 
functions: they were all meant to be 
advisers. But from the very start in 
Perak, Selangor, Negri Sembilan and 
Pahang the Residents not only advised 
on policy, they were placed in such’ a 
position that they had to see that any 
policy decided upon was put into 
operation; they became in fact not 
alone advisers but the chief executive 
officers of the State. In the other 
States, on the other hand, the Advisers 
had almost always confined themselves 
to the giving of advice: the translation 
of that advice into action in internal 
affairs was a matter for the Malay 
administration. 


The early Residents were faced with 
great difficulties: the Colony Govern- 
ment was not generous, and money 
had to be found to finance the new 
regime and put it on its feet, to com- 
pensate the Sultan and Chiefs for the 
withdrawal of the customary pri- 
vileges of taxation, to construct roads, 
buildings and other public works and 
the like. It was decided to raise part 
of the revenue required by imposing 
rents on land. The Malays were ac- 
customed to taxation only on the pro- 
duce of land and this. innovation 
(which was ultimately welcomed by 
the Malays) often caused considerable 
unrest at first. Then the chiefs re- 
garded as completely inadequate the 
allowances which they were given in 


lieu of their former perquisites. In 
some instances the valid claims of 
chiefs, owing to the absence of ac- 


curate information at the Resident’s 
disposal, were rejected. The Resident 
was given’ insufficient funds to set the 
administration at once on a_ sound 
basis, and yet he was expected, almost 
immediately the treaty was signed, to 
produce senational results. Con- 
sequently, in some matters in which it 
would have been wise to have pro- 
ceeded with caution, the Resident was 
compelled to act somewhat precipitate- 
ly. One of the most delicate questions 
was the problem of slavery. The 
method ultimately evolved was to pro- 
hibit the creation of new slaves, and 
to provide that exisiting slaves could 
purchase their redemption for a small 
fixed sum. Another source of trouble 
was the direct use in some States, 


without reference to the Ruler or to: 


the territorial Chiefs, of the Malay 
Forced Labour law (Kerah) for the 
carying out of public works. 

Apart from the personal factors in- 
volved, it was the cumulative. effect of 
all these matters: the introduction of 
jand-taxation in a form not under- 
steod by the Malays, the abolition of 
slavery, and the withdrawal of the 
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revenue-collecting powers of the Rajas 
and Chiefs, that led to the Perak 
rising of 1874 and the Pahang rising 
of 1891-1892. 


In time, however, the ability, pa- 
tience and conciliatory attitude of the 
Residents led to a satisfactory adjust- 
ment of these difficulties. Chief among 
these early Residents were Sir Hugh 
Low, British Resident of Perak from 
1875 to 1888 and Sir Frank Swetten- 
ham. Low’s official diaries make in- 
teresting reading and show how Perak, 
from small beginnings, was built up 
stage by stage to the important State 
that it eventually became. Low was 
one of the outstanding men of the 
century in Malaya, a fitting second ‘in 
his own sphere to Raffles. Not alone 
did he leave Perak prosperous and 
well governed but Sultan Idris and he 
were largely responsible for the at- 
mosphere of good-will which existed 
between the Malays and other com- 
munities. 


In 1895, Perak, Selangor, Negri 
Sembilan and Pahang were constituted 
into a Federation at the head of which 
was placed a Resident-General to whom 
the Residents were subordinated. This 
inaugurated the system of centralised 
Government in the Federated Malay 
States which lasted in varying forms 


till 1932. The Resident-General was 
the chief executive officer of the 
Federation. In 1909 was created a 


Federal Council on which the Rulers 
of the four States had _ seats. The 
Council took over practically all the 
legislative functions of the State Coun- 
cils. The title of Resident-General 
was replaced by that of Chief Secretary 
with somewhat diminished powers, and 
the authority of the Residents was par- 
tially restored. In--1927 the Malay 
Rulers withdrew from the Federal 
Council and were replaced by four Un- 
official Malay Members. 


In 1932 came devolution or decen- 
tralisation whereby legislative powers 
were to some extent restored to the 
States, the authority of the Rulers and 
the Residents reinforced,’ and the post 
of Chief Secretary replaced by that of 
Federal Secretary with greatly dimi- 
nished powers. 


The cultivation of huge areas of 
land with para rubber, a product first 
planted in Malaya towards the end of 
the 19th Century, together with the de- 
velopment of new rich tin-producing 
areas and improved methods for tin- 
extraction in existing areas— enter- 
prises in which Chinese and Indian 
labour under European and Chinese 
capital, and Malay small agriculturists 
played such a great part—opened up 
an era of phenomenal prosperity for 
Malaya in the current century. This 
prosperity was reflected in the opening 
up of communications on a large scale, 
in the growth of towns, the construc- 
tion of public buildings, the develop- 
ment of irrigation areas for rice culti- 
vation, the expansion of social services 
and in progress in many other respects. 
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GEOGRAPHY & POPULATION 
MALAYA 


The territory comprising the Federa- 
tion of Malaya constitutes an area of 
approximately 50,850 square miles and 
is part of the southern-most extension 
of the continent of Asia. The Peninsula 
is divided by mountain ranges, the 
principal trend of which is North and 
South. The centre of the Peninsula is 
a series of parallel ridges separated by 
strios of low country while to the East 
and West of the outside ranges are 
the coastal plains which are mainly 
alluvial and in the South a region of 
low land. Approximately 80 per cent. 
of the whole area remains under 
primeval jungle, mountain or swamp, 
14 per cent. under rubber, 2.4 per cent. 
under Tice and 2.1 per cent. under coco- 
nuts and oil palms. The country covers 
an area rather more than twice the 
size of the Island of Ceylon and slight- 
ly larger than England without Wales. 
The largest of its territories is the 
State of Pahang, which is twice the 
area of Lancashire and Yorkshire com- 
bined and the smallest is the State of 
Perlis which is about twice the size of 
Rutland. 


The State of Perlis lies on the North- 
west Coast of the Peninsula and is 
bounded by a range of mountains run- 
ning North and South which separates 
it from the Siamese Province of Setul. 
On the East the boundary is with the 
Siamese Province of Nakon Sridham- 
maraj and the Malaya State of Kedah, 
which is bordered on the interior by 
the Siamese States of Songkhla and 
by the State of Perak. The Muda 
River separates it from Province 
Wellesley. 

The State of Perak stretches South 
from Province Wellesley, Kedah and 
Siam and is separated from Kelantan 
and Pahang on the East by the main 
range of mountains that form the back- 
bone of the Peninsula. On the South. 
the Bernam River separates the State 
from Selangor. which is bordered on 
the East by the State of Pahang and 
on the South by the State of Negri 
Sembilan. 

Stretching North on the East Coast 
between the Northern Border of Pa- 
hang and the Siamese boundary lie the. 
two States of Trengganu and Kelantan. 

In the extreme South of the Malay 
Peninsula lies the State of Johore. 


Four-fifths of the surface of the Un- 
ion is covered by dense tropical jungle. 
The only generally cleared parts of the 
country are the long stretches down 
the West Coast, an area in the North 
and a number of open stretches up the 
principal rivers. The State of Treng- 
ganu, for example, is divided into six- 
teen river basing all of which empty 
into the China Sea, 

The Malay rivers at their sources 
and in their upper reaches are quitk, 
flowing often with tortuous rapids and 
precipitous gorges. In the lower reaches, 
the descent is more gradual and the 
water takes on a muddy hue _ from 
contamination with the silt of the 
plains through which they meander, de- 
bouching ultimately through strips of 
mangrove swamp, particularly on thé 
West Coast. The two principal rivérs- 
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of the Peninsula are the Perak and the 
Pahang, the latter being some ten miles 
shorter than the River Thames. It 
springs in the main range of moun- 
tains, the highest of which is Gunong 
Tahan which rises to over 7,000’ at its 
summit. This and other peaks consti- 
tute some of the highest territory 
of the Himalayas, That part of the 
country free from the torrid luxuriance 
of forest and jungle has been developed 
into great rice-producing areas as in 
the alluvial plains of Kedah, Perlis. and 
Kelantan. Other stretches have been 
searred bv the incisions of industrv as 
in the Kinta valley of Perak, which 
opens out into a monotonous prospect 
of silver grey silt, the residum of 
tin extraction. 
b> 

The coast line of Malaya extends 
to over one thousand miles; on the 
West a practically unbroken  succes- 
sion of mangrove and’ mud flat with 
infrequent identations of picturesque 
hays fringed with coconut palms and 
the graceful svires of the casuarina. 
On the Fast Coast there are long un- 
broken stretches of sand surf border- 
ed in the tropics. 


Within the territorial waters lie 
the Langkawi Islands off the North 
Kedah coast rising to over 2.000” wrav- 
ped in wild and rugged beauty. Far- 
ther south there is the Island of 
Penang, picturesque in a_ different 
way. whose features have been eulo- 
gised by travellers from the earliest 
histories. The Island of Pangkor off 
the coast of Perak was once a Dutch 
settlement but little remains in 
evidence of this history beneath the 
vegetation which has long since re- 
claimed its own. Finally off the East 
coast among a sprinkle of beautiful 
islands there is Tioman with its sym- 
bolic silhouette of granite peaks. 


Climate. 


The principal features of the Mala- 
yan climate are copious rainfall, high, 
humidity and a uniformity of tem- 
perature which rarely varies during 
the day more than fifteen degrees, 
There are no well-defined divisions 
between the seasons which are mark- 
ed by the breaking and closing of the 
South-West and north-east monsoons, 
the latter of which occurs in the sea- 
son which corresponds with the Win- 
ter in the northern latitudes. Al- 
though there are two recognised rainy 
seasons between June and December 
and in March and April, during the 
last seventy years most calendar 
months have at one time or another 
been recorded as witnessing the high- 
est annual rainfall of some specific 
year. The average monthly rainfall 
is some 8.0 inches. The average maxi- 
mum temperature on the plains is 
91° and the average minimum 71°. 
At the Hill Stations conditions are 
somewhat different. Uniformity of tem- 
perature still obtains but tthe highest 
temperature recorded at Fraser’s Hill 
(4,200) is 81° Fahrenheit and at 
Tanah Rata (4,750’) 79° Fahrenheit 
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The coolest night temperature record- 
ed at Fraser’s Hill is 53° Fahrenheit 
and at Tanah Rata, 56° Fahrenheit 
only 4° above freezing point. 


However relaxing may be the humid 
monotony of. the perpetual summer’s 
afternoon which is the Malayan 
climate, it has the redeeming feature 
of a cool and not infrequently chilly 
night which is denied those whe live 
in the greater tropical land masses 
during the warmer seasons. 


The following table shows 


Other 
Malays. Malaysians. Chinese. 
1931 1,601,118 289,726 1,287,571 
1947 2,135,811 267,030 1,882,874 


The Chinese outnumber the Malays 


Population 


A census was’ taken in September, 
1947. The population is lower than 
was anticipated. The previous census 
in 1931 gave a total population of 
8,817,893 for the territory. From the 
1947 census returns the total popula- 
tion is now computed to be 4,902,678 
which includes and estimated 25,000 
nomadic aborigines and indicates an 
increase of approximately one million 
or 29.7 per cent. since 1931, 


comparative increases by race: 


In- Euro-~ Eur- 
dians. peans. asians. Others. 
. 572,990 9,624 9,406 47,761 
534,148 9,155 9,989 38,671 
in Penang, Selangor, Perak, Negri 


Sembilan and Johore, whilst almost half of the total Malay population is 


contained in the three Malay States 
in which the Malays outnumber the 


MALAYAN IMPORT REGULATIONS 


The latest revision of the Malayan Im- 
port Guide, dated December 9, 1948, lists 
articles which may be imported from 
hard-currency countries. Classified as 
hard-currency countries are the whole 
of North America and South Ameri- 
ca, Belgium, Bizonal Area of Ger- 
many, Cuba, Japan, the Philippines, 
Portugal, Spain, Sweden, Switzerland, 
U.S. dependent territories (e.g., Puerto 
Rico), and U.S.S.R. Imports from 
Canada are considered on the same 
basis as those from the United States. 
There areno tariffor other restrictions 
in Malaya on merchandise entering 
from the sterling area and other so- 
called soft-currency countries. How- 
ever, the importation of articles of 
nonsterling manufacture from sterling 
sources is permitted only under con- 
ditions applicable to similar imports 
directly from the country of origin, 
even though there may be no United 
States dollar. exchange involved in the 
transaction. 

Of particular interest to the United 
States is the fact that no textiles may 
be imported from hard-currency 
sources. United States sales of tex- 
tiles to Malaya amounted to $53,600,000 
(Straits dollars) in 1947 and $104,500,- 
000 in the first 10 months of 1948, as 
compared with only $283,000 in 1939. 
Tn June 1948, the issuance of import 
permits for hard-currency textiles was 
suspended pending establishment of 
quotas for allocation of authorised im- 
ports. Present indications are that the 
establishment of the new textile quotas 
is being held up until the Malayan 
share of Japanese textile exports, un- 
der the recently concluded SCAP- 
sponsored Japan-sterling barter agree- 
ment, has been determined. United 
States prospects of being able to sell 
textiles in this area in 1949 are not 
rated as good. 

The ban on the importation of cars 
of over 20 horsepower from all coun- 
tries except the United Kingdom, and 
of trucks from hard-currency sources, 
will continue during 1949. 

Because of its large sales of rubber 
and tin to’ the United States, Malaya 
isthe largest dollar earner of all the ster- 


of Kedah, Kelantan and Trengganu, 
other races. 


ling countries, but does not enjoy free 

disposition of these dollars. Final deci- 

sions affecting Malayan trade in dollar 
areas and dollar disposal are made in 

London, and it appears that Malaya 

was not directly represented in the 

recent negotiations in Tokyo culminat- 
ing in the Japan-Sterling Area Trade 

Agreement. The amount of dollar 

allocation to this area has not as yet 

been announced; however, there is 
every reason to believe that imports 
from hard-currency sources, including 
the United States, will be substantially 
decreased during the coming year. 
The accompanying lists specify the 
articles which may be imported into 

Malaya from hard-currency sources. 

List A shows articles the import of 

which is allowed freely from any 

country, against firm offers to all con- 
cerns which are in the particular 
trade. Lists B and C show articles 
the import of which from hard-cur- 
rency countries is to some _ extent 
specifically restricted, usually on the 
basis of prewar trade, but which may 
be freely imported from any country 
outside the dollar area against firm 
offers to all concerns in the particular 
trade. These lists, which are issued 
by the Registrar of Imports and Ex- 
ports, Singapore, and apply to the 

Malayan Federation and the Colony 

of Singapore, should not be consider- 

ed as exhaustive or rigid, inasmuch 
as products are added or removed as 
supply-conditions warrant. 

List A—Articles Which May Be 
Imported From Any Source 
Accounting, calculating, and adding 

machines; acetic acid, formic acid, 

asphalt (excluding emulsified asphalt, 

i.e. bitumen), wall boarding (except 

fiber and insulating board), including 

pressed board, bolts and nuts, boric 
acid, brass-wire gauze, calcium carbide, 
cash registers, carbide miners’ lamps 
guy’s dropper type only, carbon black, 


circular saws, cross-cut saws, corks 
and cork manufactures, copper boat 
nails, 1”’—6” copper tacks, crochet 
cotton. 

Dictaphone equipment, electrodes, 
fuel oil, galvanised boat spikes, 


galvanised staples, freon gas, genera- 
tor sets, grease, hinges, hog casings, 
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heop iron, infant food (milk based), 
kerosene lamps (pressure and mantle 
types only), linseed oil (boiled), lenses 
(white) except bifocal and blanks, 
manila rope, mosquito netting (wire). 

Nails: roofing, boat, furniture, up- 
holstery, horseshoe; outboard motors 
(not less than 10 hp.), panel pins, ply- 
wood, port, plain galvanised iron 
Sheets, refrigerators—kerosene (over 5 
cu. ft.) temp; synthetic resin, rifles 
and pistols, scientific instruments, 
Scythe handles, sharpening stones, 
sherry, shoe tacks, shotguns, shotgun 
ammunition, slate pencils, construc- 
tional steel, steel strapping, steel wire 
{for bicycle tires), stitching wire, 
itinmans rivets, tractors, valve and fit- 
tings (wrought iron), welding equip- 
ment (electric), wire nails, wire net- 
ting, brass wire, galvanised wire, zinc 
sheeting. 


List B—Routine Quarterly Quotas 
From Hard-Currency Sources 
Fvaporated milk, old newspapers, 

electric refrigerators, typewriters. 

Special Quotas From Hard Currency 
Sources 
Watches and spares, 60 percent of 

direct imports in 1938; lubricating oil, 

as allocated by R. I. & E., Singapore; 
mewsprint, as per individual quota to 

‘end users; roll films and film packs, 

quarterly allocation of 75 percent to 

individual average 1947 quarterly im- 

ports. 


List C — Special Ruling for Hard- 
Currency Imports 


Air-conditioning units, on the merits 
of each case; 

Books: (a) technical only (b) period- 
icals—i. To recognised booksellers in 
respect of a few listed periodicals; ii. 
To genuine private subscribers for any 
periodicals besides comics and other 
“yellow” publications; 

Glass bottles, Milk bottles, Canvas, 
for industrial purposes; Passenger cars, 
all cars over 20 hp. prohibited except 
from the United Kingdom; 

Cinema equipment and _ cinema- 
tograph films, Cotton duck, for indus- 
trial purposes; Crown corks, restricted 
to end users’ minimum requirements 
for first quarter 1949; Electrical ap- 
paratus (floor polishers), Engineer’s 
tools, Internal combustion engines. 

Jeweller’s files and saws, Machinery 
and machine ‘parts, Matches, Milk, 
sweetened condensed, and powdered, 
subject to a firm offer by a manufac- 
‘turer; Miners’ carbide lamps, subject 
to price limitation of US$12 per doz. 
1 Let.; 

Motors, electrical, Paints and 
‘enamels, certain powdered paints are 
allowed; Paper (packing and wrap- 
sping), subject to a firm offer by a 
menufacturer; Pharmaceuticals, as ap- 
‘proved by the chief pharmacist; Photo- 
graphic equipment, on the merits of 
‘each case; Pumps, Razors (open), on 
the merits of each case; 

Refrigerators, commercial ‘type of 
over 20 cu. ft. Spare parts for Ameri- 
-car “equipment, on the merits of each 
«ase: Tin’ plates, on quota from the 
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The Position of the Malayan Coconut Oil Industry 


(From a Singapore 


Malaya’s coconut oil milling, most 
important pre-war working industry 
next to rubber and tin, is faced with 
extinction in the immediate future if 
no Government assistance is forth- 
coming. Government is to be asked 
to allocate foreign exchange to bona 
fide coconut oil millers, to enable them 
‘to enter the Philippines market for 
topra, which is currently about £22 a 
ton cheaper than Straits or Indonesian 
copra ($31.50 a picul). Alternatively, 
Government is to be asked to allocate, 
to bona fide coconut oil millers cheap 
copra such as is available through the 
British Ministry of Food bulk pur- 
chase from the Netherlands Govern- 
ment which has supplied thousands of 
tons of Indonesian copra to British oil 
mills in recent months. 

Last year Singapore alone had more 
than 30 coconut oil mills, each of a 
producing capacity averaging from 50 
tons to 1,500 tons of coconut oil per 
month. At present there are only 7 
mills left in Singapore, which are 
either idle or working at reduced 
capacity, on rotary basis, designed to 
avoid drastic retrenchment of labour. 
How serious the situation is can best 
be explained by the fact that the in- 
dustry which earned $48,500,000 in 
coconut oil exports for Malaya last 
year, is now not expected to produce 
coconut oil up to more than one-fifth 
of last year’s output. 

Overseas demand for Malayan 
coconut oil has declined sharply mainly 
because of cheaper Philippines coconut 
oil and also because of the greater at- 
tention paid to production in Britain 
and Europe, which is being helped by 
Ministry of Food purchases of copra 
export surpluses available for long 
periods from Ceylon and the Nether- 
lands. 

In Britain efforts to maintain the 
coconut oil industry necessitated by 
diverse economic reasons—not the 
least the increase the industry offers 
in the availability of animal feeding 
stuffs in the form of factory residues 
(copra cakes)—are more and more 
evident. Recently the Ministry of 
Food had before it a programme to 
“corner” sufficient copra for feeding 
the British coconut oil mills for periods 
of between three and nine years. It 
was the intention to stock-pile: copra 
over and above the imports guaranteed 
by the Government contracts with 
Ceylon and Fiji Islands, which to ai! 
purposes were not considered adequate 
for a projected production scheme 
which the Ministry of Food had in 
mind. The Ministry of Food proposed 


to supply Straits as well as Indonesian . 


copra at prices similar to the Ceylon 
and Fijj Islands contracts. The pro- 
posed contracts were for a minimum of 
three years and a maximum of nine 


United Kingdom; Tire cord, Twine 
(seine); Wire (barbed) Weighing ma- 
chines, on the merits of each “case: 


Correspondent) 

years. The proposal fell through 
mainly because of the lack of interest 
shown by shippers who were not 


optimistic of the future, having had 
experience of the uncertainties of In- 
donesian copra exports to Singapore. 

This same experience for the Singa- 
pore coconut oil industry has caused 
Malaya to lose rapidly the world’s 
market for coconut oil. Hongkong for 
example was a good entrepot for Ma- 
layan coconut oil but since prices were 
much higher than those from the 
Philippines, the outlet to Hongkong 
virtually stopped. Malayan and Philip- 
pines prices were approximately $800 
and $750 a ton respectively. 

Malayan coconut oil exporters have 
since fought a losing battle in world 
markets including Japan which now 
obtains all its requirements from the 
Philippines, even at the expense of 
American dollars. 

The root of the trouble can be traced 
to the delay caused to Malaya to enter 
markets other than Britain, by the 
Ministry of Food purchase of all coco- 
nut oil produced by Malayan oil mills 
from Malayan copra at the end of the 
war, which was paid for at about $590 
a ton. World coconut oil prices then 
were much higher than this Ministry 
of Food price. Export of Malayan 
copra was made to the Ministry of Food 
on the same lines. Removal of this 
control came in two stages. First, ex- 
port to non-British markets was only 
permitted if a proportionate quantity of 
coconut oil and copra was supplied te 
the Ministry of Food at its price. The 
low price paid by the Ministry of Food 
compelled oil millers to maintain an 
artificially high price for coconut oil 
and copra exported to non-British cus- 
tomers. Then came complete lifting of 
control in Singapore, recognition being 
given to its free port status, but not 
without serious consequence to the 
Colony’s industry, because it was made 
solely dependent on Indonesia _ for_ 
copra. The continued “blockade” by 
the Dutch in the first instance, and this 
year the stoppage of barter following 
Dutch military action in December. 
has aggravated the Indonesian copra 
supply position for Singapore. 


Even the little which the Federation 
of Malaya produced could not be ex- 
ported to Singapore unless the Federa- 
tion exported a proportionate quantity 
of copra to the Ministry of Food. Food 
‘Ministry purchases from the Federation 
however, are now stopped because. 
of the high Malayan price of coconut 
oil and because requirements at home 
are being augmented by a rapidly. 
growing industry there. IEF.C. con- 
trol of copra and coconut oil has also 
been lifted. Good European prices for 
copra have attracted practically all-In- 
donesian exports, largely transhipped 
through Singapore, but there is a 
growing direct export trade in copra 
from Indonesia encouraged by the- 
Netherlands Government. = 
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Last year’s export of copra from 
Singapore, 38,000 tons showed an in- 
crease of more than five times com- 
pared to 1947 during which only 7,166 
tons of copra was exported from Singa- 
port. This. year, the Dutch have cor- 
nered thousands of tons of Indonesian 
copra on the occupation of former Re- 
publican ports, and while these stocks 
are directed to Britain and Europe, the 
availability of Indonesian copra to Sin- 
gapore has been greatly reduced. 


It will therefore be 
Malayan coconut oil industry which 
is substantially centred in Singapore, 
faces problems which cannot be solved 
by any private enterprise. Singapore 
coconut oil millers feel that only some 
measure of Government control of re- 
exports—even if this should interfere 
with the free port status—can preveni 
the collapse of such an important in- 
dustry which normally gives thou- 
sands employment. Otherwise, 
Government must make available 
to bona fide oil millers foreign ex- 
change for the procurement of cheap 
Philippines copra, for such periods as 
may be necessary, until the Indonesian 
copra supply position improves. 


seen that the 


= = z = 


Reports from Singapore and 
Malaya. 
(From our own Correspondent.) 
Rubber. 


Exports of rubber (sheet, crepe, 
latex, etc.) from Malaya and Singapore 
during January and February 1949 
showed a total of 174,860 long tons, 
ie., 93,563 tons in January and 81,297 


tons in February. Shipments from 
Singapore during these two months 
amounted to 90,871 tons and from 


ports in Malaya (Penang, Port Swet- 
tenham, etc.,) to §3,989 tons. Com- 
pared with 1948 exports for January 
were. 14.6 per cent. above the month- 
ly average of 81,593 tons and those 
for February 0.36 per cent. below; 
but both months showed a recovery 
against the low figure of 65,501 tons 
for December, and also exceeded the 
monthly averages of 79,474 for 1947 
end 46,110 for 1939. 


The principal countries to which 
shipments of rubber from Malaya 
were made in January and February 
this year were: the United States 
50,844 tons, the United Kingdom 32,- 
182 tons, Germany 14,545 tons, the. 
Netherlands 13,609 tons, the U.S.S.R. 
12,402 tons, France 9,846 tons, Canada 
6,884 tons, Japan 6,883 tons, Italy 
5,492 tons, South Africa 4,679 tons, 
Australia 3,574 tons, Burma 2,423 
tons. 


Stocks held on estates, at dealers, 
or at ports awaiting shipment at the 
end of Janudry were 82,032 tons;: at 
. the end of December they were 81,029 
tons. The registrar of statistics for 
the Federation of Malaya’ mentions 
that of the rubber reported as des- 


troyed by fire during the period May 
to December last, 479 tons were lost 
as the result of terrorist attacks, and 
the balance of 77 tons by accidental 
fire. 


Palm Oil and Kernels. 


Palm oil exported during January 
this year amounted to 7,373.04 tons, 
and exports of kernels to 520.44 tons; 
the bulk of the former, or 4,884 tons, 
went to Great Britain and the greater 
part of the kernels, or 515 tons, -was 
exported to France. Production of 
palm oil for January was 3,793 tons 
and of kernels 799.9 tons, which was 
above the monthly average for pro- 
duction during 1948 of 3,771.4 tons 
and 706 tons respectively. 


The number of estates has increas- 
ed by two, to 49, since 1947, with a 
total acreage of 83,319, 41 of these be- 
ing in operation with an acreage of 
78,904; a year ago, at the end of 
1947, the total acreage of the 34 
estates in operation was 70,828. 


Copra, Coconut Oil and Coconuts. 


Total exports of copra during 
January amounted to over 852 long 
tons, as against 1,779.59 long tons for 
December 1948; coconut oil exports 
amounted to nearly 2,730 long tons. 
compared with 3,623.6 in December; 
and coconuts to 57,500 pieces as 
against 371,500 pieces in December. 
Apart from Singapore, to which 424.8 
tons of copra were despatched for 
shipment abroad, the Netherlands 
took 208 tons of copra and Denmark 
120 tons; of coconut oil, Pakistan took 
625.25 tons, Italy 404.97 tons, India 
328.97 tons, Iraq 300 tons and Italy 
224.59, whilst 552 tons were des- 
patched to Singapore mainly for ship- 
ment to the United Kingdom. In re 


gard to coconuts, Hongkong took 
33,000 pieces and Burma 23,500 pieces. 
> s 
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Soap. 


The are 39 factories in Malaya 
manufacturing soap, the bulk of which 
is disposed of in the Federation of 
Malaya. In January total production 
equalled 1,149,400 lbs., a small quan— 
tity of 116,840 lbs. being exported; 
This was a drop against the output 
figure of 1,338,730 lbs. in December 
1948, and whe monthly average of 
1.4 million pounds for the whole of 
1948. Stocks held at the end of the 
month were 558,484 lbs. 


Malayan Tin Exports 


Tin exports in February amounted 
to 7,232 long tons (tin ore gross weight 
not metal content) shipped from 
Malaya and Singapore to: USA 
6,350, Continent of Europe 590, Em- 
pire 271, other countries 21 tons. 
During Jan. and Feb. a total of 
13,076 tons was exported from Malaya 
and Singapore. In the same two 
months period tin exports aggregated 
(in long tons) 6,195 in 1948; 3,205 in 
1947; 22,908 in 1941; 23,210 in 1940; 
9,417 in 1939. Total exports in 1948 


- amounted to 47,214 tons; in 1947: 
32,072; in 1940: 130,935; in 1939: 


81,089 tons. The highest monthly ex- 
ports in 1948 were recorded in April 
with 5,879, in Sept. with 5,771 and in 
Oct. with 4,697 tons. 


The February export figure of this 
year is the highest for the post-war 
period reflecting the rehabilitation of 
mines and the failure of the tezcoristic 
campaign. Output would even exceed 
current figures if miners were not 
concerned about the world market 
price which, in spite of US stockpiling, 
shows a weak tendency thus yielding 
inadequate profits to the mining in 
dustry of Malaya. 


e s 


Rubber and Tin of Malaya 


Tin and Rubber have for many 
years been the two piliars of Malayan 
economy. Under Governments that 
gave free play to private enterprise. 
properity grew greater year by year 
up to the Japanese invasion. Today 
in the confused post-war 
currency manipulation and national 
bargaining, tin and rubber have an 
importance to: the Empire, above their 
importance to Malaya; they are the 
largest earners of American exchange. 
Both went into limbo under the Jap- 
anese; and belatedly after their emer- 
gence have the Malayan and the Bri- 
tish Governments realised their vast 
potential. Only. now work has begun 
at the highest level to remove some 
of the impediments of false economics 
and allow these staples to take their 
true place in the Imperial scheme 
with benefit not only to Malaya and 
the U.K. but to the world. Another 
great Imperial asset is the trade of 
the Free Ports of Singapore and 
Penang. Besides handling the bulk of 
the imports and exports of the Malay 
Peninsula, merchants have succeeded. 
despite the chaotic conditions and 
bureaucratic restraints of post-war 


world of - 


commerce, in drawing from neighbour— 
ing territories and despatching te 
worid markets vast quantities of 
Eastern produce. In exchange they 
have distributed the manufacture of 
the more highly developed industriak 
regions of the globe. This highly or- 
ganised system of exchange, perfecte? 
during 120 years of Free Trade, has 
resulted in’ the acquisition for the Em- 
pire of very considerable sums in U.S. 
DoNars since the reoccupation. 


Rubber 


In 1876 Sir Henry Wickham smug- 
gled seeds of Hevea rubber out of 
Brazil bringing them to Kew Gardens 
where some of them _ germinated. 
Plants were brought to Ceylon and 
eventually to the Singapore Botanic 
Gardens. Here they flourished and, 
when at the tum of the century 
disease swept through the coffee plan- 
tations of Malaya, it was found 
practicable to grow rubber on _ the 
stricken land. This expedient proved 
astonishingly successful and with the 
coming of the motor age the planted 
area, a few hundred acres in 1900, 
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grew to 3,481,000 acres in 1941. Of 
this nearly half was in native holdings. 

The tremendous planting that fol- 
lowed the boom of 1910, when 
price touched 12/6d per lb, came into 
tapping in the years when a war-im- 
poverished world could not take the 
heavy production and by 1922 prices 
had become unremunerative for most 
estates. In 1924 the British Govern- 
ment imposed a system of limitation 
of output known as the Stevenson 
scheme and the price rose on a_ res- 
tricted production. The scheme was 
abandoned in 1928 partly in response 
to diplomatic representations by the 
United States and partly from realis- 
ation that the resulting high prices 
had stimulated most extensive plant- 
ing in the Netherlands East Indies. 
American manufacturers sought to 
offset the effects of the Stevenson 
schema by salvaging large quantities 
of used tyres to make a material 
which became known = as ‘reclaim’. 
This product mixed with a nucleus of 
new rubber made a cheap and fairly 
useful second grade tyre and still pro- 
vides a mass of cheap secondary 
material for American rubber manu- 
facturers. 

By 1933 the increased area in the 
Indies was in bearing and the weight 
of supplies brought the price down to 
5 cents per lb. (156d. in London). After 
protracted international consultations 
a new and somewhat modified scheme 
was devised and this was agreed to 
by the chief producing countries in 
April 1934. Under its terms produc- 
tion was regulated, new planting pro- 


hibited and replanting kept to a 
maximum of 20% of existing areas. 


This agreement was renewed in 1938 
with slight variations and continued 
until set aside by the exigencies of 
war. 

During the Japanese occupation 
neglect, wilful damage, and looting all 
played their part, affecting plantations 
in varying degree. Some estates suf- 
fered most severely. For instance the 
Kedah Rubber Company Limited lost 
all but 40 acres of its trees. Others 
more lucky were found practically 
intact and the majority had in fact 
benefited agriculturally from the en- 
forced rest of their older areas. 

After the reoccupation of Malaya 
many of the larger estates received 
preliminary assistance from Govern- 
ment through membership in_ the 


the 


Malayan Rubber Estate Owners Com- 
pany, but at an early date companies 
were thrown back on their own re- 
sources and until the end of 1947 the 
rehabilitation of festates was depen- 
dent on their own finances. On a num- 
ber of plantations before work could 
be commenced new buildings had to 
be erected or purchased and instalied 
and in most cases labour had to be 
recruited or recalled. While still strug- 
gling with these problems further bur- 
dens were placed upon them by an 
exacting administration; in the en- 
forcement of provision of areas for 
food crops; in peremptory demands 
for quit rent and in the extortionate 
increase of export duty to 4 cents per 
ib., or thrice the pre-war figure. As 
if this was not enough the purchase 
price for their product was _ fixed, 
without consultation with the pro- 
ducers, at the uneconomic price of 34 
cents per lb. Enduring all these un- 
necessary inflictions, besides the in- 
herent ones of rice shortage, vastly 
increased cost of materials and a wage 
scale of treble pre war rates, the in- 
dustry rose to the occasion and de- 
monstrated the efficacy of private 
enterprise by producing in 1947 a 
greater crop than ever before. 


In November 1946 the export duty 
was reduced to a rate a little less than 
double the pre war tax and on lst 
January 1947 a free selling market 
was restored. Such slight ameliora- 
tion however left the industry _ still 
faced by a continuance in peace of a 


United States war measure. the ar- 
tificial regulation of consumption to 
ensure the _ survival of its synthetic 


rubber industry. The synthetic rubber 
industry had its genesis in Germany 
during the blockade of 1914-1918 and, 
while the first ‘ersatz’ was a sorry 
imitation, research was continued be- 
tween the wars with a gradually im- 
proving and cheapening, but still un- 
economic, substitute. The advent of 
Hitler and the ‘guns. before butter’ 
period lent stimulus to this develop- 
ment and by 1939 Germany was 
practically independent of supplies 
of natural rubber. The _ develop- 
ment of a synthetic industry in 
America came later than in Ger- 
many. Individual manufacturers car- 
ried out an intensive search for rub- 
ber substitutes in the late twenties 
and early thirties, and by the late 
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thirties scientists had evolved a fairly 
effective product from a petroleum 
base which by 1940 was in small scale 
production. Slow to fathom the de-: 
signs of the Axis the United States, 
once the position was realised, made: 
good use of the short time _ before 
Japan struck to establish a large stock 
pile if natural rubber. This was suf- 
ficient, after the sources of supply had’ 
fallen, to eke out the fast increasing 
supply from the synthetic factories 
which, regardless of expense, arose al- 
most overnight to produce by 1945 an 
output of 820,373. tons. With restora- 
tion of natural supplies the synthetic 
production was gradually curtailed 
but U.S. Congress has made clear its 
purpose of keeping the factories in 
being as a strategic precaution. Cur- 
rent legislation would appear to aim 
at retaining sufficient plant working 
to turn out the 225,000 tons of syn- 
thetic per annum which it is obligatory 
for American manufacturers to use. 
in tyre making. As well, it is planned 
to preserve in working condition other 
factories capable of raising that figure 
to over 600,000 tons in an _ emer- 
gency. 


By October 1946 all tyre factories 
in Great Britain had reverted to the 
exclusive use of natural rubber. At 
the time this was said merely to im- 
Plement the lessons of the Invasion 
Campaign of 1944-45 when British 
transport shod with tyres comprising 
50% natural and 50% synthetic show- 
ed markedly greater efficiency than 
the U.S. Army vehicles which were 
running on 100% synthetic tyres. 

Tin 

As early as 750 A.D. Tin attracted 
Hindu bronze workers to Malaya and 
when the Portuguese took Malacca in 
1511 tin slabs were a useful article 
of export. By 1873, when the British 
first intervened in Perak, tin mining 
was a major undertaking carried on 
by Chinese surface hill washing and 
by open cast mines in the valleys. 
The first British Company to mine in 
Malaya commenced operations in the 
eighties and later when gravel pump- 
ing was introduced by European 
miners the Chinese made themselves: 
masters of this technique and, today 
win the bulk of their ore by this 
means. Bucketdredges, introduced by 


Highest and Lowest Singapore Prices:—(in Malayan cents per pound):— 


1931 1932 1933 
Highest .. 12.8 9.4 13.6 
Lowest .. 7.5 4.9 6.2 
1934 1935 
Malaya 477,000 379,€00 
World ...... 1,013,000 863,000 
Malaya. ....... 
World | cxaats.c 


1934 1935 1936 1937 1938 1939 1940 1941 1946 1947 1949 

Controlled Feb. 

25.1 21.9 33.7 40.2 28.7 39.1 38.7 43.8 34 44.2 36.2 

14.3 18.9 23.4 23.2 18.9 aie 35.7 35.6 34 23.8 30.2 
Production in Tons:— 

1936 1937 1938 1939 1940 1946 1947 
365,000 506,000 361,000 362,000 549,000 366,000 640,000 
852,000 1,113,000 891,000 1,002,000 1,389,000 950,000 1,226,000 

Acreage Planted:— 
1935 1937 1939 1941 Budded 
3,123,000 3,180,000 3,394,000 3,481,000 395,000 
7,955,000 8,142,000 8,535,000 8,950,000 1,169,000 


— ee ————————————— eee 
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British and Australian Companies in 
1912, revolutionised the industry and 
since that date enormous areas have 
been prospected and worked. So rapid 
was the expansion of production from 
dredging in the late twenties that by 
1929 the metal was in over’ supply 
and the price fell to the uneconomic 
price of £120 per ton. This brought 
in its train compulsory restriction of 
output which was first practised by 
the chief producing countries of the 
world in 1931. The agreement was 
renewed in 1934 and extended in a 
revised form from 1937 to 1941. The 
scheme was controled by an_ inter- 
national committee with delegates of 
each signatory country voting as one 
body with, however, varying voting 
power. The percentage of standard 
production to be produced by members 
was fixed quarterly by the Inter- 
national Committee. 

Standard Tonnages as laid down in 
the agreement signed in Brussels in 
1937 were as shown hereunder together 
with the voting power of the various 
producing countries and these formed 
the basis of control and permitted pre 
duction up to the outbreak of war in 
1939. 


Tons Votes 
INTEAV A wees ett s Shee cee 77,335 5 
BG Vide oes 46,490 4 
Netherlands East Indies 39,055 4 
French Indo-China .... 3,000 1 
Nigeria ea stoiisc cack sce 10,890 2 
‘Ehailand= "3.25... 18,000 2 
Belgian Congo ........ 13,200 2 


As an adjunct to the scheme, with 
the object of limiting large price fluc- 
tuations and of maintaining the price 
between £200 and £230, a Buffer Pool 
was formed with a stock contributed 
from extra production. This stock stood 
at 15,000 tons in 1939 and passed into 
consumption during the war when the 
Pool was liquidated 

The outbreek st war in Europe ana 
precautionary stock piling operations 
by America created a large demand for 
the metal, and in 1941 there were some 
840 mines in production in Malaya and 
103 dredges working. When the Japan- 
ese invaded Malaya in 1941 a number 
of dredges were deiiberately put out of 
action in compliance with the Govern- 
ment policy of denying their use to the 
enemy. Some of these were su 
quently salvaged and used by the Jap- 
anese by whom however other dredges 
were dismantled and removed. Uni- 
versally it may be stated that, where 
dredges or power house or any form of 
machinery were operated by the Japan- 
ese, kack of maintenance and repair left 
the plant so delapidated that on repos- 
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MALAYA-JAPAN TRADE 


The Colony of Singapore and _ the 
Federation of Malaya announced form- 
ally on November 16, 1948, that busi- 
ness firms were free to place orders 
for goods from Japan. The only res- 
trictions on imports which were im- 
posed apply to foods under _ Interna- 
tional Emergency Food Committee 
(IEFC) control, textiles (which will 
be taken off the restricted list in the 
near future), and certain oils and fats. 
During the first week after this an- 
nouncement, the Colony of Singapore 
issued 378° import licenses and the 
Federation of Malaya ebout 50. The 
main commodities, listed in order of 
value for the first week, were mono- 
dosium glutamate, agar-agar, canned 
sardines, cuttlefisn, wall and alarm 
clocks, glassware, canvas shoes, men- 
thol crystals, porcelainware, and toys. 
Japan has bought from Malaya (Col- 
ony and Federation) some Mal.$8% 
million worth of commodities mainly 
rubber and sago flour, but also inelud- 


session its state made working nearly 
impossible. 

The rehabilitation of the tin indus- 
try has been retarded by a number of 
circumstances. Chiefly they may be 
stated as shortage of fuel originating 
in denial damage suffered by Malayan 
Coilieries Limited, delays in deliveries 
of equipment and materials ordered 
from Great Britain, labour trouble, rice 
shortage and the frequency of armed 
robberies in mining areas. The Malayan 
Government has, through its Rehabili- 
tation Loan Account, provided substan- 
tial amounts for the repair and recon- 
ditioning of plant and _ buildings but 
failure on the part of the Home Gov- 
ernment to facilitate delivery of mate- 
rials has cost the industry and the Em- 
pire a vast sum. 

Most Base Metals have increased in 
price on free markets to thrice and four 
times their 1941 figure but Tin has 
been kept down by Government control 
to Httle more than twice its pre-war 
price. The buying price for the metal 
at Smelter Penang or Singavore was 
fixed by the British Military Adminis- 
tration at the time of the re-occupation 
of Malaya in 1945 at £300 per ton or 
Mal.$152.50 per picul since which date 
it has been adjusted upwards on three 
occasions viz. 

per ton per picul 


Rey Gen aera £370 $188 
i at, Se fy Meee 423 214.62 
TE OE YA ee 510 253.12 


By the end of 1947, 59 dredges wer=2 
in production and a totat of 41° tin 
mines were in operation. 


ing iron ore, tin, coconut oil, and other 
Straits produce. 

These transactions represent initial 
implemeatation of the program for 
fomenting trade between Malaya and 
Japan, in accordance with the provi- 
sions of the recent Sterling Area 
Trade Agreement with Occupied Japan. 
This Agreement specifies targets for 
the trade of various countries of the 
Sterling Area with Japan, which, 
however, are not of a binding charac- 
ter. The total trade of Japan with 
ali the countries varty to the Sterling 
Area Trade Agreement is expected to 
reached about £81 million in the year 


ending June 30, 1949. 
ous 


There are signs of a brisk demand 
in Malaya for Japanese goods. Only 
Mal.$6 million had originally been al- 
located to commodities, other than 
textiles, for which import permits 
were to be issued. However, the un- 
foreseen number of import-license ap- 
plications, totaling Mal$ll m., filed 
by the end of November resulted in 
the suspension of the issue of such 
licenses. It also has been found neces- 
sary by the Singapore Government to 
require that-all importers, to avoid 
cancellation of their import licenses, 
submit to the Registrar of Imports 
and Exports, within 1 week, proof 
that they have opened an irrevocable 
letter of credit. In the Federation, a 
month is allowed for confirmation to 
the effect that an order had _ been 
placed and an irrevocable letter of cre- 
dit opened for the full amount. Both 
Singapore amd the Federation require 
that existing licenses will be valid for 
3 months only, at the expiration of 
which time shipment must be com- 
pleted. 

Before the war, Malaya regularly 
showed an export balance in its visi- 
ble trade with Japan; in fact, between 
1923 and 1939 there was qnly one ex- 
ception, in 1925. In 1939 more than 
one-third of the value of Malayan 
exports (including re-exports) to Japan 
consisted of rubber, one-quarter of 
smelted tin, one-fifth of petroleum re- 
exports, and 14 percent of iron ore 
from mines owned by Japamese in 
Trengganu and Johore, two of the 
States in the Malayan Federation. 

Of the total imports from Japan in 
1939, 24 percent of the value consisted 
of cotton piece goods, 15 percemt of 
artificial-silk piece goods, and 11 per- 
cent of coal. In 1935, a textile- quota 
system was instituted in order to 
counteract the competition of Jap- 
anese textiles, and this was streng- 
thened early in 1938. The result is 


1936 1937 1938 1939 43940 1941 1942 1943 1944 1945 1946 1947 
Malaya Seager aces 66,806 77,542 43,247 56.001 35,384 78,000 16,000 27,000 8000 3,100 8,000 27,000 
WOSld SS scssasen ces. te 180.200 208/200 148, "400 183,300 235,500 241 5700 107,900 138, (000 101.000 90:00 88,500 114.000 
Consumption ........ 159,900 199,800 151,300 166,500 160,000 172 7000 146, ‘000 123,000 121.000 126.000 116 ‘000-131 ,000 


ee eeee 


Highest and Lowest Prices:— 


1936 1937 1938 1939 1940 
£241 £298 £218 £268 £291 
£172 £180 £154 £209 £231 


1947 1945/1947 
£272 controlled 
£258 prices 


———_————__-—- «-_«_—_— ee 
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JAPAN 
Rationalisation in Industry 


With the forthcoming establishment 
of the single general rate of foreign 
exchange, rationalization of enterprise 
has come to be an urgent necessity. 
Although the Government, pursuing 
its policy of a high yen level for the 
exchange rate, appears intent upon 
enforcement of rationalization without 
revision of the existing price struc- 
ture, imdustrialists are doubtful that 
speedy rationalization can be effected 
under the circumstances as _ they 
exist at the present moment. 

Rationalization is a loose term that 
varies in intent with the field of in- 
dustry and the specific enterprise to 


which it is applied. But it can be 
said in general that the following 
matters are signified: 1) technologi- 


cal improvement; 2) higher efficiency 
im clerical work; 3) reduction of costs 
through mass production methods; 4) 
elimination of excess overhead. There- 


fore, the immediate problem is the 
extent to which these steps can be 
pushed. 


Needless to say, improvements in 
technology must be effected. Japan’s 
technical skill and capacity have suf- 
fered setbacks because of the war, 
and are now in a state of backward- 
ness and inferiority. Many of the 
commodities mamufactured in Japan 
are of such poor quality as to elimin- 
ate them from competition in the 
international market; the many claims 
for damages on postwar export ar- 
ticles furnish eloquent proof of this 
fact. Since Japan must depend upon 
exports for her livelihood, it is logical 
that improvement of technology and 
the production of high quality goods 
CS EES AT SR TS Rite ESS SETS 
shown by-a fall in imports of Jap- 
anese cotton piece goods from more 
than 99,000,000 yards in 1934 to less 
than 54,000,000 yards in 1935, and 
from more than 51,000,000 yards in 
1937 to less than 27,000,000 yards in 
1938. Imports of coal from Japan 
amounted to 638,000 tons in 1937, 
486,000 tens in 1938, and 448,000 tons 
in 1939, representing 49 percent, 35 
percent, and 28 percent, respectively, 
of the Malayan production. By 
values, coal imports from Japan re- 
presented 33 percent in 1938 and 22 
percent in 1939 of total Malayan coal 
imports. 

Before the war, Japan was third 
on the ‘ist of. Malaya’s customers. In 
1939, the United States took 44 per- 
cent of the total value of Malayan 
imports, Japan’s importamce changed 
drastically from 1937 to 1938. In 
1937 Japan’s share of Malayan imports 
amounted to 6 percent of the total 
value (as compared with 8 percent 
in 1934), exceeded only by that of the 
Netherlands Indies, the United King- 
dom, and Siam. In 1938 and_ 1939, 
Japan was ia eleventh place, having 
supplied only 2 percent of the value 
of total imports in the latter year. 
The year 1938 was the first year since 
1929 in which the Jevel of imports from 
the United States exceeded that of 


Japan. 
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have priority over all other matters. 
But in order to produce goods of 
superior quality and low cost, it will 
not suffice merely to improve  tech- 
nology. Quantity production methods 
must be instituted. To do this, an 
abundance of raw materials is called 
for. However, the actual situation is 
that there is such an acute shortage 
of raw materials and supplies that it 
is impossible to hope for any rapid 


imerease in production volume. Plant 
utilization is relatively high today in 
the textile field, particularly with 


cotton spinning and yarn manufactur- 
ing. But with heavy | industries, the 
amount of idle facilities is so large 
that there are many instances of 
utilization running as low as 10 or 20 
per cent. There is a likelihood that 
with bigger appropriations for the 
EROA fund and other reconstruction 
aids there will be a gradual rise in 
the volume of raw material supply; 
but even so, there is little hope that 
the immediate future will bring about 
any surge in plant utilization. One 
must therefore conclude that there is 
little possibility of reducing production 


costs by increasing the volume of 
output through mass production 
methods. 

The solution that suggests itself 


is the adoption of concentrated produc- 
tion. This is one means of rationalisa- 
tion which can be realized by channel- 
ing the limited auantity of materials 
to only high efficiency enterprises; and 
as far as present-day Japan is concern- 
ed, this appears to be the only way in 
which any degree of rationalisation 
may be carried out. The Ministry of 
Commerce and Industry is currently 
plamning to adopt this system for the 
production of ammonia soda, _ super- 
phosphate of lime, alloy steels and 
other manufactures; but there is in- 
tense opposition on the part of private 
enterprises in which production will 
be concentrated; but since it is a life- 
and-death matter with those who may 
be eliminated, there is no wonder that 
such opposition should arise. If Japan 
were an out-and-out socialist nation, 
it might be justifiable for the Govern- 
ment to order the shutting down or 
shifts to other manufactures of private 
plants. But under present-day condi- 
tions, such a step would not be ac- 
ceptabie from the political point of 
view. If it is to be taken that Japan’s 
economic system is fundamentally 
based upon free competition, the in- 
efficient and the weak should fail and 
production should become concentrated 
ict the efficiently operated. strong en- 
tities through the struggle for survi- 
val. If economic controls were to be 
lifted today. this would be precisely 
what would happen; and the principle 
of concentrated production would 
manifest itself in a natural manner. 


industrial Reports 


Manufacturing Progress 

Output of househole sewing 
machines in Japan during the first 10 
months of 1948 totaled 132,050. The 
average monthly production in the 
preceding vear was 5,760. as compared 
with an output of 5,789 per month 
in 1938. 
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The hand-sewing-needle industry in 
Japan has made remarkable gaing in 
production since the end of the war. 
The monthly average for the first 9 
months of 1948 was 76,302,000 needles. 
as compared with a monthly average 
output of 6.050.000 pieces during 1946. 
In August 1948, a postwar monthly 
high of 162,980,000 pieces was reach- 
ed. The present total of 25 plants and 
shops is a gain of 13 over the number 
in operation in 1946. 


The first major export assign- 
ment for the button industry since the 
war is that given the plastic-button 
industry. for more than 172,000 gross 
of buttons for cotton textile garments: 
to be exported as finished items to the 
Indonesian and South African markets. 

Japanese production of binoculars 
and opera glasses increased consider-. 
ably in 1948; the output was 47,552 
units in the first 10 months compared 
with 25.616 in the like period of 1947. 
Production in October 1948 was 7,190 
units compared with 3,538 in October 
1947. 


The output of microscopes showed a 
similar gain, reaching 17,448 in the 
first 10 months of 1948 compared with 
5,656 units in the first 10 months of 
1947. Microscope production in Octo- 
ber 1948 was 2,492 units, whereas: it 
was only 1,155 units in October 1947. 

Clock and watch manufacture in 
Japan totaled 1,480,132 clocks and 56,- 
123 watches during the first 10 months 
of 1948. Included were 816,692 alarm 
clocks, 230,755 desk clocks, 432,685 
wall clocks. 380,150 wrist watches, and 
87,178 pocket watches. 


Match production in Japan totaled 
200,729 match tons (1 match ton= 
7,200 small boxes) in the first 10 
months of 1948. The monthly average 
in 1947 was 14,985 tons. Beginning 
in January 1948, a new ratio was 
adopted for evaluation of so-called 
half-size matches, which made produc-. 
tion statistics show about 10 percent 
less than-previous data. 


Japanese production of sheet glass 
of 2-millimeter thickness has shown a 
gradual upward trend since the war 
years, although the output is still far 
from reaching prewar totals. The 
monthly average production in 1947 
was 99,139 cases of 100 square feet and 
in 1946 as 63,032 cases, as compared 
with a 1939 monthly average of 296,- 
921 cases and a monthly average of 
more than 300,000 cases in the three 
preceding vears. Production in- the 
first 10 months of 1948 was 1,321,603 
cases compared with 920,861 cases in 
the like period of 1947. The output of 
polished plate glass of all thicknesses 
was intermittent and rather limited in 
1948 and in the latter part of 1947. 


Production of cement, both clinker 
and regular, has followed the same 
economic trend as that of fiat glass; 
it is gradually resuming substantial 
proportions, but is still far below pre- 
war standards. Clinker production 
was reported as 1,360,000 metric tons 
in the first 10 months of 1948 com- 
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pared with 1,019,000 tons in the first 
10 months of 1947. Production of re- 
gular cement amounted to 1,420,000 
metric tons in the 1948 period and l,- 
012,000 tons in the corresponding 
period of the preceding year. 

Cotton and rayon loom makers in 
Japan completed manufacture of 3,190 
export looms at the end of October 
1948. This represents 45 percent com- 
pletion of the fiscal year 1948 goal of 
loom exports totalling 7,067 sets. 

During the first 10 months of 1948 
the output of radio receivers in Japan 
totalled 1,392,403; transmitters, 1,746; 
‘and vacuum tubes (including receiver, 
repeater, transmitter, and other tubes), 
9,700,824. 


Chemical Industry 

Production of soda ash and caustic 
soda in Japan shows substantial im- 
provement. Output of refined soda 
ash reached a postwar high of 8,557 
metric tons in September 1948, com- 
pared with 3,576 tons in September 
1947. The manufacture of caustic soda 
rose to a peak of 12,262 in November 
1948 (3,432 tons in November 1947). 

The production, distribution, and 
utilization of fertilizer in Japan have 
progressed steadily in the past 3 years. 
Further improvement, however, is 
necessary to insure greater returns and 
‘obtain higher food produc<ion. The 
problem of late deliveries to farmers 
continues to be serious. At a recent 
agricultural conference, emphasis was 
placed not only on the current fertili- 
zer situation but also on the solution 
of the long-term difficulties preventing 
the most effective use of available sup- 
plies. 

Production of sulfuric acid in Japan 
reached a postwar high of 179,019 
Metric tons in October 1948. 

Recent experiments by the Tokyo 
Fertilizer Institute, indicate that jaro- 
site may be a source of potassic fer- 
tilizer. Mining of this material so far 
hes been negligible. Gumma Prefec- 
ture contains the most important de- 
posits, with reserves estimated at 400,- 
000 metric tons. Smaller amounts are 
in Nagano and Kumamoto Prefectures; 
jarosite is also found in Hokkaido, but 
the deposits are unexplored. 

Dyes and pigments are included in 
the products that India will import 
from Japan under the Sterling Area 
Trade Agreement recently concluded 
between Japan and five British Com- 
monwealth countries, Exports to ‘Japan 
from India will include bones, lac, 
sticklac, and shellac. 


Nippon Yusen Kaisha Shipping 

Business 

The N.Y.K. Line, prewar giant Jap- 
anese shipping enterprise, is today 
back in business. The company now 
operates 38 ships in passenger, cargo 
and carrying trades between the islands 
of Japan. Seven of these were built 
in 1948, twenty-six are war-time 
standard types, while the others vary 
in. age from {7-44 years. 
of 142,360 tons. T. Hara is the anes 
fleet has an aggregate gross tonnage 
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cutive director of the line. The com- 
pany is not operating these ships for 
its own account, but receives charter 
fees from the government through the 
civilian merchant marine committee. 
All Japanese merchant ships are 
ander government control, with ships 
of 100 gross tons and over operating 
under charter from the government. 
NUY.K. fleet is now On bare-boat basis, 
but it has’ been decided to change the 
arrangement to time charter. The 
charge ‘will be made after April 1. 


Largest vessel in the company fleet 


is the Hikawa Maru, an 11,621-gross- 
ton liner which served before the war 
on the cabin class passenger run _ be- 
tween Seattle and the Orient. She 
is the only big passenger liner in 
the Japanese merchant marine to 
survive the war. Before the war 
N.Y.K. operated international passen- 
ger ship services, 


The company’s present passenger 
operations niclude smal] ferry rovtes 
and inter-island services. Eight pas- 


senger or combination .canzo-passenger 
ships are in-use. Two ore carriers 
and 28 cargo ships complete the deet. 

The 1948-built ships are the Etoro 


Maru, 6,7ll-ton cargo vessel; the 
Kushiro Maru, Muroran Maru and 
Dohoku Maru, cargo ships of about 


3,000 tons; the Otaru and Hakodate 
Maru, classed as semi-passenger ships 
and of 2,000 tons, and the Maiko Maru 
a smaller combination cargo-passenger 
ship. Two old passenger vessels are 
the Hanasaki Maru and the Osumi 
Maru 1,436 and 1,284 tons and built 
in 1905 and 1906, respectively. 


Financial Reports 


New Conversion Rates for Imports. 

In anticipation of the establishment 
of a single general exchange rate for 
yen, and with a view to placing the 
Foreign Trade Funds Special Account 
on a more solid basis, the Govern- 
ment has decided to adopt a new 
system of a conversion rate for yen, 
which is to apply to all imports effec- 
tive April 1st. According to this re- 
vision, the Government will enforce 
a bilateral rate system, the yen value 
of all the commodities which Japan 
imports with GARIOA and EROA funds 
will be determined at the rate of 270 ven 
per one U'S. dollar. At the same time, 
other import merchandise will under- 
go calculation .on the basis of 330 
yen per one U.S. dollar. 

The newly revised rates are adopt- 
ed by the Government because they 
intend to discontinue the import sub- 
sidy which has hitherto been directly 
defrayed from the Foreign Trade 
Funds Account. Domestic prices of 
import goods have been calculated by 
now at the rate of 130 yen (on 
average) per one U.S. dollar. Under 
these circumstances, the revision will 
Girectly imply 2.7 times price increase 
for these commodities, unless the Gov- 
ernment will allow some subsidies on 
them, The Government is planning 
to give subsidies for them out of 
the generai account of the budget. 
Nevertheless, the revision will have 


April 13 


direct effect on export industries. 
Since the Government will no longer 
give subsidies to those imports which 
are to be further processed by the 
export industries, the coming upward 
revision of the rate will prove a 
hard blow to those engaged in export 
industries. 


SCAP Suggestions on Budget. 


The SCAP suggestion on the 1949- 
5( national budget of approximately 
703 billion yen was given to the Gov- 
ernment. Compared with the Govern- 
ment draft of 578 billion yen, the 
suggested budget has become con- 
siderably larger. It was compiled 


‘caréfully so that it may leave a mar- 


ginal excess of revenue amounting to 
400 million yen. Ag is shown in the 
following table, the appropriation for 
the Price Adjustment Subsidy ex- 
penses was sizably increased. 

At the same time most of the De- 
mocratic-Liberal’s public promises at 
the election campaign will have to be 
put aside in the interest of this SCAP 


budget. The plan of SCAP is to be 
az follows. 
REVENUES 
Sug- Japanese 
gested Govern- 
(in Million Yen) budget ment 
by SCAP draft 
io Vaeres, Boeacusk< 514,000 412,300 
Income tax .... 310,000 228,000 
Corporation tax 27,000 25,000 
Liquor tax ... 65,006 59,000 
Transaction =o 45,100 0 
Gasoline tax 4,300 4,300 
Sugar consump- 
tion tax 500 1,000 
Others (0.5... 4s 52,100 95,000 
2. Monopoly enter- 
prise profits 120,000 115,000 
3. Miscellaneous 69,400 50,700 
PObaleree oc 703,400 578,000 
EXPENDITURES 
1. War termination 
expenses ..... 125,000 110,000 
2. Funds for pro- 
vincial finances 57,000 72,000 
3. Public works ex- 
penses ....... 50,000 75,000 
4. Unem ployment 
relief expenses 2,000 15,000 
5. Government in- 
vestments .... 69,000 40,000 
Funds for re 
demption or 
the Recon- 
struction Fi- 
nance Bank de- 
bentures ..... 33,000 _— 
Fundy for foreign 
trade special 
account. 2.5... 27,000 — 
Funds for Civil 
Merchant Mar- 
ine Commission 6,900 me 
Othersync.oceth 2,100 _— 
6. Price Adjustment 
Subsidies .. 115,000 70,000 
7. Import Subsidies 83,300 _— 
8. Subsidy for Civil 
Merchant Mar- 
ine Commission 6,300 _ 
Miscellaneous 195,400. 196,000 
Lotaloente nr 703,000 578,000 
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In relation to this American sug- 
gestion, Government estimates the 
surplus of the Foreign Trade Special 
Accounts to reach 175 billion - yen 
which they intend to defray the con- 
struction expenses in the Railway and 
Communications Special Accounts 
(Y¥25 billion), the economic: recovery 
expenses (Y50 billion), and the funds 
for redeeming national bonds (Y100 
billion). 


Living Conditions in Japan 
More than three years have passed 


since the end of the war. How far 
has the household economy of the 
Japanese people improved? .To an+ 


swer this question, and in order to 
‘comprehend the actual condition of 
home spending in Japan, the result 
of a man-in-the-street investigation 
which was run by the Asahi, one of 
Japan’s biggest journals, may be of 
help. According to the so-called “sam- 
pling” method, they have chosen as 
their objects 3500 persons who have 
family dependents, regionally covering 
the whole area of Japan. The ques- 
tionnaire which the jounnal had pre- 
pared contained not-only the food 
and clothing problems but such ques- 
tions as to how they are defraying 
various taxes and school expenses of 
their children, etc. They assigned 509 
questionnaires to the families living 
in the 6 big-city areas (14.5 per cent), 
333 to those in the minor cities (23.8 
per cent), and the remaining portion 


of them were distributed to those 
living in the rura! districts (2158 
families or 61.7 per cent). Practically 


all questionnaires were answered. 


The result of the interviews reveal- 
ed that the Japanese people of today 
begin to show more — concern for the 


problem of what to wear, rather than 
food, which exhibits a striking con- 
trast with their living last year when 
the food problem absolutely engrossed 
their minds. Most of the _ people, 
however hesitate to say definitely 
the economic condition of the family 
is improving. Especially,, those in 
agrarian communities are almost 
unanimously denying the improvement 
in their household finance. The so- 
called agricultural boom is quickly 
disappearing, they declare. 


What the investigation shows:— 

Food: Of the three top-urgent 
questions, i.e. food, clothes and house 
problems, their concern for food was 
invariably the highest. However, a 
demand for solving the clothes pro- 
blem is so great that its percentage 
is almost equal to the food. The fact 
that besides more than 60 percent of 
the people who said their food situa- 
tion was improving, and the increase 
in those who asked more clothes 
accounts for the general improvement 
of the food <ftuation. Comparing with a 
coupie of years ago when people were 
“9 badly in quest of food:tuffs, we 
may conclude that the Japanese people 
are now being relieved from the post- 
war food difficulties. Some 60 per 
cent of industrial laborers, salaried 
people, merchants and manufacturers, 
demanded more food, while the 
majority of those demanding more 
clothes were farmers and fishermen. 
The percentage of those who acknowl- 
edged the improvement of food con- 
dition was 71 among the city in- 
habitants amd 55 among the country 
people. Although the majority of the 
people. both in town and country 
confirmed the current improvement, 
the negative answers were more often 
found in the country than in the 
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cities. Those who complained about 
the food shortage reached 85 per cent 
in the urban districts, 63 per cent in 
the agrarian communities. Farmers 
were making up the deficit largely by 
non-restricted foodstuffs, whereas city 
inhabitants were largely getting rice 
or staple cereals through some illegiti- 
mate channels, the questionnaire re- 
vealed. Farmers and fishermen 
were far better off than town people 
in respect to staple food. Some 70 
per cent of industrial laborers and 69 
per cent of the salaried people said 
that the prices for rationed foods were 
too high for their income. 


Clothes: One seldom meets with 
people who say they were sufficiently 
provided with clothes. More than 70 
per cent. of the people complained 
that they were badly in need or them. 
To them, new clothes were next to 
an impossibility, end many people are 
compelled to live without proper 
clothes for the change of seasons. 
Classified by their profession, those in 
sheer want of clothes were industrial 
laborers (60 per cent), unemployed 
people (53 per cent), salaried people. 
merchants and manufacturers, farmers 
and fishermen (40 per cent). 

Houses: Naturally farmers and 
fishermen are more fortunate than 
city inhabitants in housing. As many 
as 96 per cent of the families in the 
country are living in their own houses. 


As for traders and manufacturers 
some 70% of them own their houses, 
Housing difficulties are, therefore, 


most acutely felt among industrial 
workers, salaried people staying in 
the cities, who are also complaining 
that the space of their house is not 
large enough to properly house their 
family members. 


Manufacturing and Mining Production of leading Japanese Industries 


1948 1948 
Commodity Unit November December Commodity Unit November December 
Mining Cast Iron Pines) ..20: e 3808 pon 
MOR OTE pan 5 ojninysiass-- sis (m.t.) 55,839 50,932 Nails ...........--. 99 ; : 
Copper Ore” .....-=.- A 2,258 2,283 Wired ew. yee ee » 1,506 1,150 
Beads Ore. see ss “ £74 480 Steel Wireropes = 926 ean 
Fine (OTe. are ctoes 2,965 2,260 Wire Netting ...... me 1,018 1,387 
Tet ayer ek (kg.) 9,113 8,579 Galvanized Iron Sheets » 4,625 3,185 
CAGRIONS eee ae & 196 221 Rivets, Bolts, Etc. za 5,539 — 
Silver (Oren. te. Jaz. 6,688 6,120 Ball Crusher ........ fe 526 470 
iripiitine 2m..ssnmne (m.t.) 4,354 4,145 Electrolytic Copper .. *, 4,908 5.493 
Pyrites “es... 6t eee: .. 97,577 103.676 Golde... eee eee (kg.) 247 305 
Limestone s.cAk. ee. 553,006 309,700 Silver) se... ese ” 9,002 8,070 
Coalitel, sage ar. ees (1,000 m.t.) 2,943 3,187 yee Hebe cane ele ee (m.t.) ; ne : ate 
ASICS! Mego ccsheoe aa ae 181 — AMC eee ee eee ee eee » ‘ 
i g ED ivan «teas alee ss cgteys (kg.) 30,131 41,525 
Crider Ola eres (k1.) 15,37 13,405 ih eer aa Beer Ae 
Electricity Etc. Electric Wires, Cables (m.t.) 5,195 5,332 
Electric Power (Hydro) (1,000 kwh.) 2,532,119 2,622.458 Rolled Copper ...... » eres Oe 
Electric Power (Themal) 3 249,136 269,102 Zinc Sheet .......--. ” Z é Gane 
Gasser Oni. HIARS eee (1,000 m.m.) 67,733 79,305 Alumina xem . 2 -- 7 2,937 3, 
Coke thie, Sa ronee. . (1,000 m.t.) 275,944 310,030 Aluminium —........ _ 1,086 1,078 
nee Rolled Aluminium ... . 2,210 2,320 
Metals ; P 
Machines 
Blas: i ct; 79,319 82,080 : 
oe cs ea72 «= 3'033.~«=Ss Machine-Tools _..... kg.) 597,943 629,238 
Steel Ingotiq.ss. -.ss<c a 192,401 196,819 Sawing & Wood-Work ; 
‘Qrdinary Steel ...... fr 109,158 122,782 . Machines _.....--- (m.t.) 1,213 ; ei 
Special Steel ........ » 7,411 6,597 Super-Hard Tools ... (kg. 2,203 617 
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Commodity 


IBSATINES Se sens 
Internal act ei 
Engine (Land) 
Electro-Motors 
Transformers 
Generatorsi> 6 ..s.5 ot 
Mining Machines .... 
Chemical Machines .. 
Spinning Machines 
Weaving Machines 
PumiS ape cies oh ie 
Transport Machines 
Industrial Machines 
Repairs bos Ces 
Threshing Machines . 
Sewing Machines .... 
Electric Fans 
Electric Bulbs 
Telephones 


Machines 
Vacuum: Tubes 
MACIOUDStSMe ee toe < 
Watches and Clocks . 
Cameras 


Sulphuric Acid 
Carbide arin. sens a eos 
Calcium Cyanamide . 
Superphos of Lime .. 
Coal Tar 
Benzol 


Acetic Acid 
Alcohol ...... soaeonlon 
Synthetic Resin 
Explosive 
Hardened Oil 
Soe Acids 


Paints 
Cement 


FAR EASTERN ECONOMIC REVIEW 


1948 
Unit November December 
3 336,676 387,772 
(HP.) 21,205 19,968 
a 111,978 119,929 
(KV.A) 206,117 174,486 
(KW.) 5,459 9,307 
(m.t.) EPSP AL 3,194 
ae 2,983 2013 
(unit) 204 151 
e 6,705 7,454 
(m.t.) 1,151 1,350 
= 2a 2,991 
(Y1,000) 77,200 125,550 
(pe.) 42,401 26,527 
(unit) 18,117 19,818 
(p.c.) 5,061 6,814 
(1,000) 9,464 9,540 
(pe.) 15,272 -— 
(1,000) 1,174 _— 
(unit) 53,318 — 
(pe.) 228,233 236,043 
ey 14,283 18,837 
(unit) 1,726 1,805 
oy 1,852 2,100 
* 48,054 32,947 
(m.t.) 7,489 7,450 
oa 10,695 10,389 
as 170,220 165,824 
S 25,330 26,324 
a 26,599 22,035 
Ps 79,598 87,152 
Hf 16,981 17,608 
is 1,289 1,324 
ey 1,788 — 
7 €33 692 
» 750 995 
sy os) 996 
(k1.) 5,998 6,839 
» cas 541 
en (m:t.) 1,417 1,139 
a 4,784 657 
” 1,292 1,077 
5 2,073 2,185 
a 3,870 3,511 
oi 1,451 2,358 
a 189,160 207,276 
(case) 177,729 215,546 
(m,t.) 9,967 10,000 
5 23,416 18,570 


Production Indices 
(1931-33 average=100) 


1948 


April 13 
1948 

Commodity Unit November December 
Cellgloid "sass. « chins a 341 382 
(CE) 0 alleen eS: (k1.) 1,855 998 
Kerosene & Light Oil - 4.134 2,935 
HEAVY “OW vets «scsi * 4,851 3,987 
Lubricating Oil .... fo 4.105 3,542 

Daily Necessities 

Rayon Palpy so. 6.cs0. (ton) 707 1,896 
Paper—Pulp ........ 39,280 36,917 
Europea Style Paper (1, 000 Ibs.) 33,050 33,131 
Newsprint. 4.0%..." a5 20,006 19,104 
Kraft (Papers coi. cee “f 3,094 3,225 
Cardboard. anu. cee c 15,715 15,628 
Japanese Paper 3 19,658 20,676 
Film (Motion Picture) (ft.) 5,230,090 6.137,670 
WEAtCD OS ere vacussn 5 alee (match ton) 18,098 17,392 
Harmonicas — o.... sae (doz.) 11,524 11,092 
Umbrellas’ 05. «<a (pe.) 81,293 67,406 
Wooden Lacquerware (1,000) 1,194 1,228 
Auto Tires oo. es 6 see (pe.) 20,728 21,545 
Auto: 2Tubes) <7... sss s 24,629 21,226 
Bicycle Tires ........ ‘ 313,072 489,611 
Bicycle Tubes ....... a 281,111 447,753 
Rubber Soled Tabi .. (1,000) 1,591 1,859 
Rubber Boots ....... P 408 187 
Rubber Belting ...... (kg.) 178,836 —_— 
Rubber Hoses ...... - 58,161 55,720 
Rice-Hulling Rubber 

Oli sie ae sere. 5 ee (pe.) 93,901 86,087 
Leather Goods (ind. 

MS) SSS... dees (m.t.) 106 84 
Leather Shoes ...... (pairs) 326,180 311,480 
Peathers once. 5 < ier (m.t.) 329 401 

Textiles 
Cottone Yaris... 2 (1,000 Ibs.) 23,885 22.681 
Rayon Yarn” ....<.2s “4 3,480 3,500 
Staple Fibre ........ i 2,890 2,784 
Staple Fibre Yarn ... eS 2,408 2,112 
Woollen & Worsted 

Yarn’ e652 9. «sins s 2,483 2,374 
Silkk Spun Yarn ..... ie 625 555 
Hard Fibre Yarn ... 3.207 3,201 
Cotton Fabrics ...... ea 000 sq. yds.) 88,857 82,363 
Rayon Fabrics ...... = 5,177 5,382 
Staple Fibre Fabrics < 5.054 4,998 
Woollen Worsted 

abrics uss. ~ scons i 2.216 2,043 
Silkk. Fabricsi-jccc:cts0r x 10,055 9,154 
Hard Fibre Fabrics .. i 2.414 2,283 
Fishing Nets cers /...2 (1,000 Tbs.) 4,248 3,679 
Ropes seecadctewa sess s 8,797 8,382 
Sewing Treads ...... os Q14 822 
Stockinet) sake «<0 Ra 1,537 892 


PHILIPPINE REPORTS 
Imports into the Philippines as re- 


ported in our last issue (page 431) dur- 
ing 1948 were valued at 1,136 million 
pesos, while exports for the year 


In 
imports and exports total 1,022 


_ There was a noticeable decline in 
imports in the fourth quarter of 1948 


which will be accentuated in 1949 
through operation of Philippine import 
It is estimated that the new- 
ly instituted regulations may conserve 
approximately 90,000,000 pesos in for-- 


Copra continued the most important 
single export commodity in 1948, al- 
amounted to ‘only 
625,630 long tons in contrast to 968,432 
Coconut-oil shipments, 


1947 1948 
ace ; es Dec. Dec. Dec. Dec. 
anufacturing Industries 28.4 51.2 Rayon Yarn ........ 27.1 " 
Tron & Steel ......... 27.4 79.4 Cotton Fabrics... 18.7 310 amounted to 638 million pesos. 
Rigi iron ei - = -/- 27.9 97.8 Woollen Yarn ...... 1ectnso 198%, 
Steel Materials ..... 27.1 71.0 Staple Fibre Yam. 30.7 47.5 and 531 million pesos, respectively. 
Chemicals troeccrii-. 3. 110.6 162.4 Silk Fabric ......... 7.7 20.1 
Oda PASH Wie cis a= vs ~~ 51.3 88.6 Woollen Fabrics 6.4 9.4 
Caustic Soda ....... D205 1G 7 Mone Mining er eect. coat 97.6 111.5 
Caicium Cyanamide 85.7 138.7 Gold .............--. 26.8 28.5 
Ammonium Sulphate 157.0 223.3 Silver ...... 2... 57.6 56.2 coatrols. 
Superphosphate of Coal Daeiecse vis.) ooante 119.9 129.4 
AME! Paes Goce 93.5 103.8 Petroleum 2 F2.<:. sisi <tr 65.1 61.5 : : 
PAS. | PEG as aad S35. Sil Sau Selohye erie... 37.6 57.3 eign exchange in 1949, 
Ceramics maiacso.- <6 49.2 75.6 CODON ric wcities vse se 51.6 91.2 
Cement wins sien sis. 01s 47.7 69.9 Average © 0s... san ves 23.2 64.1 
Sheet Glass ........ 55.7 100.5 Power & Gas .......... 139.5 187.9 though shipments 
HGS Path in Se, citeteave 15.4 273 Power? Oi eee ces sae 158.7 209.8 
Cotton Yarm ........ 18.0 24.1 OE EO COnRD SOUR GOUT 81.8 122.2 tons in 1947. 
Staple Fibre ........ 23.1 57.0 Grand Average 59.6 85.2 


on the other hand, reached 41,985 tons 


1949 
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Trade & Production in Indonesia 


Exports in January 


Petroleum & by-products 
MstatemRubberie ae sess aneneh ee op 
Native-produced rubber 
Copra 


eee were see nes 


Total export amounting to 491,595 
tons were valued at 107 million guilders 
as compared with a value of 88.8 mil- 
lion guilders during December 1948. 
Imports in January 

During January a total of 
tons valued at almost 56 million 
guilders were imported. In December 
the value of imports was 172 million 
guilders while the average from Jan- 
uary to October of last year was 86 
million guilders. 

SEE SSS CS ERI IT BE) 
in 1948, a considerable increase over 
the 1947 figure of 23,251 tons. Total 


140.754 


‘exports of copra and coconut oil in | 


terms of copra are calculated at 695.- 
705 long tons for 1948, while in 1947 
such exports amounted to 1,007,184 
tons. Increased shipments of sugar, 
gold, and base metals contributed 
‘chiefly to the advance in total export 
trade in 1948 compared with 1947. - 
Sugar 

: Philippine 1948—49 sugar production 
is estimated at 723,359 short tons. 
From September 1, 1948, through 
January 2, 1949, the output of raw 
Sugar was 134,317 short tons—13,159 
had been produced on Luzon by 6 
centrals, amd 121,158 short tons by 12 
centrals operating in the Visavan I+ 
lands. About 570,000 short tons of 
raw sugar from the 1948—49 produc- 
‘tion is expected to be shipped to the 
United States. As of January 20, 1949, 
total shipments amounted to 45,000 
long tons. Total sales of Philippine 
raw sugar on January 20 were 106.225 
long tons, all to the United States. The 
total production of the refinery in 
Negros. Occidental will be about 600.- 
000 bags of 100 pounds net. The Govern- 
ment-owned Insular Sugar Refinery 
located outside of Manila has not yet 
started operations but is trying to get 
a sufficient supply of raw sugar to 
begin refining. No estimates are 
available about the possible produc- 
tion of the Government-owned refinery. 


Chemical Industry 


The establishment of a chemical in- 
dustry ig part of the long-term indus- 
triafization program of the Philippines. 
The value of imports of chemicals rose 
from an annual rate of US$10,000,000 
in the prewar period to $28,000,000 in 
1947. Construction of a caustic-soda 
pliant is planned; sufficient limestone 
for the production of caustic soda 
from soda ash is available. Deposits 
of sulfur and pyrites also are found in 
several areas of the Republic. The 
manufacture of plastics from domes- 
tic raw materials such as abaca, sugar, 
and cotton wastes is comsidered pos- 
sible. 


Value Value for 
in thousands thousands December 
of kilograms of guilders 1948 

333,399 25,658 25,300 
16,827 19,228 ) 17,400 
12,030 10,563 ) 

15,434 9,301 10,100 
79,021 833 200 
9,471 8,327 5,600 
4,900 17,495 13.400 
1,753 3,01) 3,300 
1,080 599 700 

993 1,802 1,300 

Principal imports during January 


were as follows:—12,823 tons of rice, 
3,123 tons of flour, 1,367 tons of milk 
and cream, 6,486 tons of fertiliser, 1,194 
tons of gunny sacks, 7,507 tons of 
cement. 


Besides this, lorries and automobiles 
valued at 2.2 million guilders were im- 
ported, 10% million guilders’ worth of 
sarongs and various cotton goods, and 
2.3 million of various materials and 
parts for factories. 


Rice Production in 1948 


Total production of padi (unhusked 
rice) for 1948 in the federal territories 
of Java and Madura is estimated at 
40,743,000 quintals which is 243,000 
quintals more than was estimated in 
August. 

In normal times such as in 1937 the 
production of padi in the same territory 
amounted to 43,159,000 quintals which 
is 6% more than last year. 


Tea Export During January 

Exports of tea from Indonesia 
amounted to 1574 tons, valued at 31% 
million guilders, during the month of 
January. (In December last, 1947 tons 
were exported), 1265 tons came from 
Java and 309 from Sumatra. The 
Netherlands bought 1134 tons, Egypt 
and the Sudan 201 tons, and the U.S.A. 
156 ‘tons. Other countries were: 
Canada (17% tons), South America 
(18.6 tons), Irak (14.9 tons) and Moroc- 
co, Algeria and Tunisia (10 tons). 


East Borneo 

During December 1948 open cut coal 
mines along the Mahakam River pro- 
duced 8,000 tons of coal, while the 
Parapattan Coal Company produced 
€,320 tons. Exports of oil and related 
produce from Balikpapan amounted to 
over 10,000 tons over the same period. 

The port of Samarinda exported 555 
tons of dried ffish, 10 tons of dried 
shrimps, and 57 tons of blachang, show- 
ing a large increase when compared 
with December 1947. Total exports of 
dried fish from Samarinda during 1948 
amounted to 4,930 tons. 230 tons. of 
rottan were exported from various 
places in eastern Borneo. 


New Oil Field in New Guinea 


The oii field Klamono in New Guinea 
has been brought into production by 
the Standard Vacuum Oil Co. Produc- 
tion is at present at 4,000 bbls per day 
and a 40 mile long pipe line is used to 
bring the oil across dense jungle to 
Sorong in Western New Guinea. This 
project is jointly financed by American, 
Dutch and British capital. 
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Cultivation of Cocoa in East 
Indonesia 


In East Indonesia efforts are being 
made to encourage the growing of cocoa 
by the population. In the Minahassa 
and in Ambon and Timor the first piots 
have been planted and a start is ex- 
pected to be made shortly in Flores. 
With the large demand and the limited 
supplies in the world market, the pros- 
pects for this product are considered 
good. 


Rubber Exports in 1948 


Rubber exports in 1948 amounted to 
272,755 tons. This rubber went to the 
following countries: 


Estate Native 
Rubber Rubber 
in tons in tons 
of 1000 of 1000 
kilograms kilograms 
Hollaridis)).. ta. 40,916 14,444 
Great Britain 5,063 5,335 
BPrance™ fsdeears: 4,026 864 
Belgium and 
Luxemburg 658 125 
Jtaly. Aliases 3,723 539 
WS IAS bere caiaeses 18,962 79,218 
Singapore ..... 9,653 60,642 
JADAN se accrlens 9,489 2,417 
Yugoslavia 223 _— 
Germany ...... 3,465 697 
Spain were. oe 2.164 1,487 
Hongkong ..... 299 3,140 
Denmark= 97%... 5 26 —_ 
Norwayi"-o.c8.fs 515 _ 
Koréat? eee. 1,512 —_ 
Union of S. Africa 76 — 
Poland. ecahe 261 — 
Penang.” Gece oe 910 60 
IMeXICOn & ic.0 sata 111 108 
Sweden sgeanema. 487 111 
Chinas oaremcmcs 384 630 
eOval ome eyes 102,930 169,825 


Rubber Export Regulations 


The Netherlands Secretary of State 
for Economic Affairs has decided that, 
effective from March 22, 1949, a part 
(provisionally fixed at 50%) of all 
estate rubber must be exported to dol- 
lar areas, namely the U.S.A., Canada 
and Japan. In this connection it has 
been made a condition that, in order to 
obtain an export licence for estate rub- 
ber for export to areas other than those 
mentioned above, the exporter or pro- 
ducer-exporter must hand in a certifi- 
cate proving that a similar amount 
has been exported since March 21 to 
dollar areas. These certificates will be 
issued by the Bureau of Exports at 
Batavia in exchange for a copy of form 
18, certified by the Customs, and per- 
taining to exports to countries in the 
dollar area. These certificates are trans- 
ferable and on request may be divided 
up into two or more certificates amount- 
ing to the total of the original. 


Imports of Netherlands Cattle 


After having been suspended for the 
last six months, imports of Nether- 
lands cattle, in order to increase the 
stock of milk producing cattle in Inde- 
nesia, have been restarted. The first of 
Frisian thorough-bred cattle arrived in 
March in Priok. It consisted of 35 preg- 
nant heifers, two young bulls, and a 
young bull calf born during the journey. 
The animals are to be sent to the Friese. 
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Reports from China 


U.S. Aid to China 
U.S. Aid to China as at February 10 
totalled US$195.6 million. The mili- 
tary aid payments amounting to US$ 
125 million have been fully received 
by the Chinese Govt. before middle of 
March. The total U.S. aid (procure- 
ments and reimbursements) under the 
present program amounts to US$275 
, thus the Chinese Govt., as at Feb. 
10. was still entitled to obtain supplies 
and services to a value of $79.4 m. 
Following are detailed U.S. disburse- 
ments under its China Aid Program as 
at Feb. 10, 1949:—(in thousands of 
US$) :— 


ee 


Terp dairy at Pasar Minggu and the 
Dirkshoeve dairy at Tjisarua. Dr. B. 
Frijberg was in charge of transporta- 
tion. On the whole the journey went 
well. Further cattle transports are ex- 
pected during the year. 


REPORTS FROM INDONESIA 


Coal production in Indonesia amount- 
ed to 259,000 tons during the first half 
of 1948 ‘and 130,000 tons during the 
third quarter of that year. Approxim- 
ately 80 per cent of the output came 
from the Boekit Assam mine in Suma- 
tra and the remainder from mines in 
eastern Borneo. The lack of storage and 
shipping facilities is retarding the coal 
output, particularly at the Boekit As- 
sam mine, where prewar production 
averaged about 70,000 tons a month. 
During the first 9 months of 1948, 11,- 
400 tons of coa] were exported to Hong- 
kong and Bangkok and 9,000 tons of 
gas coal were imported from the Nether- 
lands. 

A total of 2,949,377 barrels of crude 
oil was produced in Indonesia during 
October 1949. This°average of 95,129 
barrels per day is the highest recor - 
achieved in the postwar period. Crude 
production for the first 10 months of 
1948 totaled 25,421,757 barrels, or a 
daily average of 83.350 barrels. Pre- 
war production was at the rate of 157,- 
000 barrels per day. 

Indonesian imports of textiles during 
the period Janmuary- September 1948, 
with figures for all of 1947 in paren- 
theses, were as frlows, in metric tons: 
Cotton yarn and thread, 4,351 (2,053) ; 
other yarn and thread, 273 (544): grey 
goods, 3,857 (6.584): bleached foods, 
5,064 (3,966): dved and printed cotton 
Piece goods, 10,224 (8,226); yarn-dyed 
piece goods, 4.162 (2,418): and others, 
305 (644) ; silk piece goods, 35 (10); 


other piece goods, 1,740 (1,763) ; 
sarongs, 116 (238); wearine avnarel, 
935 (1,101): gunnv ‘sacks, 2,810 (7,135) ; 


and cordage, 477 (none). 

Production of sarones in 1948 was 
exmected to reach 27.000.000 units. re- 
quiring about 65,000,000 yards of cloth. 

The tentative import program for 
textiles for the fisca] year ending June 
30, 1949. is as follows: Raw cotton, 2.500 
tons; cotton cloth. 485,000.000 yards; 
rayon cloth. 16.500.000 yards; and cot- 
ton yarns, 22,000,000 pounds. 


Bread, erains  cancy.t oe iene 17,350 
Rivet .ctvorc cies cae aacibeswur 42,867 
COptotie~ «cia sorremtetian® necessaries 69,790 
Rertilizer Weteanaarn- oases seer 7,026 
CORES ain Std tees ores evestanae 286 
Petroleum products .......... 46,000 
Technical services ........... 1,526 
Ocean —fretghtiaa.00 6s. eee 9,803 
Special emergency fund ...... 1,000 

Ota. |S iaere osc rae 195,648 


Shanghai Cotton Industry 


Shanghai’s cotton mills depend on 
U.S. donations of raw cotton. Under 
the present China Aid Program over 


- 400,000 bales of raw cotton were de- 


livered to mills in Nanking controlled 
territory. With yarn and piece goods 
made from donated U.S. cotton the 
Nanking authorities are able to obtain 
foreign exchange when selling part of 
their output abroad. On the other 
hand “gold” yuan inflation can be 
curbed to some extent by selling cotton 
goods: on the domestic market. Besides 
state owned mills which obtain the 
majority of U.S. donated cotton sever- 
al private spinning mills were acquir- 
ing cotton in retur for promises to 
deliver part of their varn and cloth 
made from U.S. cotton. Such promises 
have not always been kept. U.S. Aid 
shipments came last Ferbruary to a 
temporary halt as there was some ap- 
prehension in America lest these free 
supplies fall into the hands of other 
than the Nanking authorities; when 
however the position was cleared up 
and the demise of the present Nanking 
regime was postponed *the free supplies 
were continued. 

It ivy commonly heard in Shanghai 
that these free supplies of U.S. cotton 
as well as other agricultural produce 
are not sent with the motivatioi of 
rendering help to the Chinese author- 
ities but to prevent a price slump in 
the U.S. which would result from the 
inability of the cotton growers to clear 
their stocks. Under such _ premises, 
the U.S. donations are not generally 
appreciated in China but form an ob- 
ject of anti-American propaganda 
among the common people. 


Evrports to the U.S. 


Declared exports of feathery and 
furs to the United States from Shang- 
hai for the, year 1948, were as follows, 
in pieces. Undressed furs: lambskins, 
713,169; kolinsky, 4,523; marmot, 25,000; 
rabbit and hare skins ,1.204.710; sable. 
13; and’ weasel, 1,410,981. Exports of 
plates, mats, linings, strips, and crosses 
of lamb and kid amounted to 43,026 
pieces, and feathers, 3,666,136: pounds. 

Declared exports of hides and skins 
to the United States from Shanghai 
for the year 1948 were as follows: 
Buffalo hides. 380,279 pounds; goat and 
kid skins, 1,790.136 pounds; deer and 
elk skins, 106,893 pieces; and cowhides, 
12.628 pieces. 

Declared exports of gallnuts for tan- 
ning material amounted to 321,033 
pounds in 1948. 

In 1948, exports from Shanghai to 
the United States included 5,000 bam- 
boo poles valued at US$2,244 and 


174,500 square feet of seraya plywood 
at $11,315, of which 128,400 square 
feet at $7,745 was exported in Decem- 
ber. Seraya plywood is manufactured 
from the wood of Shorea dasyphylla, 
commonly known as red_ cedar, or 
Borneo cedar, a large tree which grows 
abundantly in North Borneo. 


Shanghai Exports 
Exports from Shanghai’ during the 
eleven weeks from January 1 to March 
19 amounted to nearly US$30 million. 
Exports from Shanghai during the- 
week ending March 19 amounted to 
US$2,463,785. 


Pfivate commercial exports : — 


Bristles. os fe tee US$ 29,365 
WOOdGID) 5. < eccror sie eeentons 378,965 
Fursaé: SkinsSmewutes 25% 170,336 
Vegetable Oils ........ 26,512 
REAGMT Sa dq cine eens 46,227 
Straw Hatsw vives ee 43,066 
Hog” €asings— 0003.35.05 « 17,837 
Feathers noo aaemeces 55,081 
Metals & Metallic Products 79,453 
Woollen & Silk Yarns .. 13,439 
Fresh & Preserved Eggs 34,764 
Cotton Manufactures ... 77,731 
Wool & Woollen Products 13,938 
Silk Manufactures ..... 33,701 
Vegetable & Vegetable 

Products! | 22920 «08s 45,684 
Suridries! >". s!. Soo eee. 204,816 


US$1,270,942 


Chinese Govt. Exports :— 


Frozen, Eggs .. ae. .eee US$ 157,428 
Cotton Piece Goods .... 109,483 
Cotton Sfarn, Jet see ae 925,925 


Grand Total USS$2.463,785 


During the week under review there 
were no exports of mineral products 
and sugar. Total weekly exports show- 
ed a decrease of 50 per cent of the 
previous week. 


Hongkong’s Trade with China 


Hongkong’s Trade with North China: 
in January: Imports $9.4 million, ex- 
ports $2.7 m. Leading imports: yarns 
and thread $1.6 m., textile fabrics 
$4.1 m., textile materialy $400,939- 
vegetables $368,926. Leading exports: 
machinery $321,944, paper 398,498, 
dyeing materials 309,453, textile - 
materials 678,607. 


Trade with Central China in 
January: imports $2.5 m., exports 
$2.6 m. Principal imports: vegetables 
$476,643, fruits and nuts 291,608, 
vege stable oils 746,055, spices 214,963. 
Principal exports: textile fabrics 829,- 
825, chemicals 203,096, paper 234, 046, 
gasoline, kerosine ete. 234,834. 


Trade with South China in January,. 
imports $27.8 m., exports 7.8 m. Prin- 


cipal imports: animals $8.1 m., eggs: 
1.1 m., vegetable oils 7.8 m., metals 
2.2 m., misc. products 3 m. Principal: 


exports: paper $1.4 m., gasoline etc. 
€70,076, iron and steel 528,194, chemi- 
cals 515,106, dyestuffs 490,763, cereal 
foods 788,408, textile materials 700,300,. 
metal goods 389,148. 
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The Sugar Industry of Formosa 


(By Our Formosan Correspondent.) 


Japan’s Sugar Policy in the Past, 


Atfter the occupation of Formosa by 
the Japanese in 1895, and the pacification 
which followed several years _ after- 
wards, the fourth Japanese Governor 
General Kodama commenced with the 
economic development and exploitation 
of Formosa’s natural resources. It was 
around 1905 that Kodama together with 
his aides, Deputy Governor Goto and 
Commissioner of Sugar  Indvstry, 
Niitobe, laid out the whole economic ex- 
ploitation project and then started the 
modern sugar industry in Formosa. It 
was especially Niitobe who succeeded in 
introducing the modern method of refin- 
ing sugar, establishing the modern 
sugar-mills in Formosa, and planted 
new species of sugar-cane in the Island. 

The Japanese sugar policy can be 
divided into 3 periods:—(1) The Con- 
struction Period. (1905 to 1915). The 
Japanese introduced modern methods of 
refining and scientific ways of planting 
cane. They encouraged Japanese capi- 
talists to invest in Formosan sugar en- 
terprises including the Japanee Imperial] 
family and Mitsui, Mitsubishi, Fuzi- 
yama, and other financial magnates. 
Within ten years there were more than 
10 sugar mills scattered all over the Is- 
land. (New species of sugar-cane from 
Java and Hawaii were imported and ex- 
periments in planting these new species 
in Formosa, and cross-breeding them 
were successful. (2) The Aggression 
Period. After the Japanese had laid the 
foundation of the sugar industry around 
1915, they started with the exploitation 
‘of their color.®. First of all, the Sugar 
Aets were proclaimed by the Japanese 
Goveror-General, by which the whole 
territory of the Island was divided into 
districts; each district was assigned to 9 
Japanese sugar company; the old 
Formosan native sugar mills were com- 
pelled to sel] their establishments to the 
Japanese sugar company in that district. 
The small Formosan sugar industrialists 
had to give up their enterprises and the 
farmers had to sel] their lands to 
neighbouring Japanese sugar-mills at 


arbitrarily fixed prices. (3) The Incor- 
poration Period. During and after the 
first world war, the Japanese sugar 
industry in Formosa was very profitable, 
and at the same time the whole Japan- 
ese industry had successfully emerged 
into the modern world. Japanese indus- 
tries faced keen competition everywhere. 
To meet competition they had to embark 
on Continental and Southseas expansion. 
Meanwhile the domestic expansion of 
the Japanese industria] corporations had 
been carried on both by increasing their 
own capita] and by buying up other com- 
panies. In the same way the Japanese 
sugar industry in Formosa developed 
into the new stage of concentration by 
merging 10 companies into four big 
ones; the Great Nippon Sugar Company 
and the Taiwan Sugar Refining Com- 
pany became the principal sugar com- 
bine forming one company with 100 
million Yen capital. The only remain- 
ing native sugar company of T’ang 
brothers was then also incorporated by 
fhe Taiwan Sugar Refining Company. 
This big sugar combine together with 
the Meiji and the Ensuiko Sugar’ Com- 
panies shared the whole sugar enterprise 
in Formosa. The sugar companies in 
Formosa did not only participate in all 
other kinds of industrial investment in 
Formosa, but also formed holding-com- 
panies of the Japanese development 
companies in the Southseas and South 
China. Thus the sugar-kingdom in 
Formosa was firmly established. 


Formosa’s Sugar Industry before and 
after Japan’s Surrender. 
Forty years had elapsed 

Japanesee started the sugar industry 

in Formosa. Protected by their own 

colonial policy and national tariff sys- 
tem, Japanese big investment in 

Formosa’s sugar industry had converted 

this Island into a treasure island. 

During the first 20 years of Japanese 

yule the industrialists competed among 

themselves in establishing sugar-mills 
in Formosa, resulting in over-planting. 

Because of the profitable return during 

the first great war, the industrialists 


since the. 


did not take the climatic, geographic, 
and communication conditions into con- 
sideration; sugar-mills were built al? 
ever the island. However, during the 
second world war, the Taiwan Govern- 
ment realized that many mills were un- 
economic and since there also was 2. 
lack of technical experts for the south- 
ward expansion into Hainan and the 
Southseas, the industrialists decided to. 
stop the mills in Northern Formosa. 
Morever, due to shortage of rice two 
mills in the rice-producing district in 
central ‘Western Formsa were removed 
to Hainan. The competition between 
rice and sugar in Formosa for the last 
forty years came to a head. Trans- 
portation difficulties during «the last 
stage of the war resulted in sugar be- 
ing produced in Formosa from 1942 to. 
1945 to be stored up in the western 
coast area of Formosa,. which naturally 
became the target of bombing by Allied 
airplanes, and later the main object 
of the mainland carperbaggers. 

Less than a year before Japan’s sur- 
render, due to constant bombing by 
Allied airplanes, shortage of food and: 
fertilizers, and hardship in transporta- 
tion, the cultivation of sugar-cane in 
Formosa declined sharply. In the year 
of Japan’s surrender only 1,200,000: 
tons of sugar-cane could be harvested.. 
It was merely 10% of the record pro- 
duction and only 120,000 tons could 
have been refined. In fact, only 90,000: 
tons were eventually produced. As a 
result of the bombing from the end of 
1944 to August 1945, of the 42 sugar- 
mills less than 10 were left intact. 
Due to the confusing conditions during 
the transitional period, lack of effi- 
ciency by the Chinese authorities and 
their selfish way of “taking-over,” the 
damaged mills were left untouched. 
Rehabilitating and repairing of the 
mills and sugar-cane plantations is 
urgent. 


Sugar Industry at Present. 


The present Taiwan Sugar Company 
was not formally established until 
January 20th, 1947, in Shanghai, with 
the former four Japanese sugar com- 
panies incorporated, forming a com- 
pany with Taiwan Yen 3,000 million. 
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This so-called paid up capital was 
divided between the Chinese Natural 


Resources Commission of the Chinese 
Government and the Taiwan Provincial 
Government at a 60 to 40 ratio. The 
Board of Trustees consists of 15 mem- 
bers, all  government-appointed, | 8 
from the Natural Resources Commis- 
sion including one as the Chairman, 
and 7 appointed by the Provincial Gov- 
ernment. Among the 5 members of 
Board of Auditors, 3 were appointed 
by the Natural Resources Commission, 
and 2 by the Provincial Government. 
Its general-manager and 5 vice gene- 
ral managers are all Chinese main- 
landers. Among the above 26 mem- 
bers of the highest executives of one of 
the world’s largest sugar combines, 
there are only 3 Formosan natives 
Four branch companies were establisn- 
ed according to the old districts and 
mills belonging to the former four Ja- 
panese companies. The districts and 
mills were re-arranged, with the mid- 
dle and northern 12 mills north of the 
River Toksuikhe under the Taitiong 
Branch, 6 mills around Hobe under the 
Hobe Branch, 9 mills near Sinin and 
Tailam under the Sinin Branch, and 
other 9 mills in Kohiong and Pintong 
districts under the Pintong Branch, 
thus reducing the total of 42 mills to 
36. The Formosan personnel in the 
above branch offices and mills consists 
of two men appointed as heads of en- 
gineering departments and two of 
plants. Production record in 1947 was 
the lowest in the history of Formosa’s 
sugar industry, with only 30,000 tons, 
(2% of the’ record). In 1948, 
much propaganda had predicted 300,- 
000 tons, but, in fact, only 100,000 tons 
were produced (only 7% of the 1,400,- 
000 tons record of Formosa). 


Prospects & Outlook 


The management of Formosa’s sugar 
industry by the Chinese authorities 1s 
resented by the native Formosans who 
claim that real development of the in- 
dustry is possible only if and when the 
present regime relinquishes its hold or 
is made to do so. In future, provided 
that Formosa is to become an indepen- 
dent state, the sugar industry will form 
one of the mainstays of the Island’s 
economy especially as regards foreign 
trade. Plans have been made by For- 
mosan economists to relocate the plan- 
tation areas and the mills so as to 
obtain the best crops without harming 
the other agricultural harvests of the 
Island. Thus, the northern plantations 
are to be abandoned and also the cen- 
tral western part of the Island where 
Sugar-cane is grown should be left en- 
tirely to rice growers. Only a colonial 
economy would emphasise cane plant- 
ing irrespective of other crop require- 
ments of the native population. The 
new planners also would like to leave 
the eastern portion of the Island free 
from sugar crops and centre their 
efforts only on the Tailam and Kohiong 
districts which, in the last years of Ja- 
panese rule, were also considered by 
them as the most propitious area. 
There should be no encroachment by 
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Rice of Siam 


PRODUCTION, 


EXPORTS & MARKETING PROBLEMS 


(From Our Own Correspondent.) 


the backbone of Siam’s 
economy. The higher prices that have 
been paid during the past year and 
are payable during the current year 
have improved the lot of the cul- 
tivator immensely. These higher 
prices, however, are also applicable to 
rice which is consumed in the country 
and the result has been a material 
rise in the cost of living of everyone 
in Siam and it is doubtful whether 
prices will fall within the forseeahkle 
future. Control of prices will continue 
for some time but it must eventually 
disappear. The effect of a removal of 
the existing Government control, 
whether it results in prices. rising or 
falling will have important repercus- 
sions on the people of Siam as well as 
those in the main _ rice-consuming 
countries. 

Siam’s exportable rice production 
during the current year is likely to 
reach pre-war heights. Officials and 
commercial rice-exporting interests in 
Siam are agreed that the prospects are 
excellent and the unofficial estimate 
of an exportable surplus of around 
1,209,000 tons is more than likeiy to 
be reached. The official estimate “or 
the year is about 800,000 tons. 

These estimates, however, are based 
on an assumption that peaceful con- 
ditions will continue in Siam through- 
out the year, Acreage from which the 
current year’s crop will be harvested 
is slightly in excess of that. planted 
before the war. Several ‘actors are 


Rice is 


responsible for this increased _crop. 
Firstly, the increased price paid by 
the Government through the miller to 
the actual cultivator. Secondly, the as- 
sistance which has been given to Siam 
in the shape of transport equipment 
and, thirdly, the improved metheds of 
collecting the paddy ‘for delivery to 
the miliers. The price paid to the 
Siamese Government for first-grade 
rice is now around £40 per ton, of 


which the miller gets 1,250 ticals per 


ton and the miller pays the cultivator 


about 1,000 ticals per ton. These 
prices are about twice those paid in 
1946. 

The export of rice from Siam is 
controlled—it is a Government mono- 
poly and the Government coilects the 
proreeds. For 1948 Siam exported 
812,000 tons against an original com- 
mitment made to the ‘International 
Emergency Food Council of 500,000 
tons. For this export the Siamese 
government received in foreign ex- 
change, £15,634,000. U.S. dollars 42,- 
976,000, Rupees 76,588,943 and Swiss 
francs 1,102,752. These figures exceed 
the total value of exports for the period 
since the war to the end of 1947 when 
they were, £12,093,456, U.S. dollars 
32,225,34€, and Rupees 12,894,302. 

While the value of the tical is offi- 
cially fixed at 40 to the pound ster- 
ling the Siamese Government is per- 
mitted to convert her sterling and 
other foreign exchange at the com- 
mercial free rate ruling at the time of 


*sugar growers on the rice economy of 
the Island on which, after all, the peo- 
ple have to live. 


The planners also wish to modernise 
the existing mills; but first of all there 
will have to ke a concentration of mills. 
The Japanese left 42 mills, most of them 
equipped with obsolete machinery, 
some having suffered extensive damage 
during the war, while a few are no 
longer in a state of eperation. A total 
ot 20 mills would suffice in future, to be 
located in the central plantation dis- 
ivicts, equipped with the most efficient 
machinery of the 42 ex-Japanese mills. 
The annual production should be 
around 600 to 700,000 tons, of which 
amount only 50,000 t would be ap- 
portioned for home use with the rest 
to be shipped to world markets. New 
equipment will have to be purchased 
since available and undamaged ma- 
chinery in the mills is 20 to 30 years 
old. The efficiency of sugar content 
extraction may then be raised to 
around 12 to 13% (the Japanese before 
the war stated that they achieved an 
extraction percentage of 12.6%, a figure 
which was considered too optimistic). 
The present Chinese management of 
the mills calculates only with a 10% 
extraction. More attention should also 
be paid to the importance of by-pro- 
ducts such as industrial aleohol from 


molasses, pulp from bagasse, fertiliser 
from filter-cake etc. 

The Formosan sugar industry needs 
efficient and experienced technicians. 
When the Japanese left—many, of 
course, have been retained as no re- 
placement could be found—the Chinese 
were confronted with a formidable task 
of rehabilitation and modernisation of 
both the planting of cane and produc- 
tion of sugar. There was little evi- 
dence on their part of good will or 
efficiency; consequently, the progress 
of Formosa’s sugar industry was very 
slow and has given rise to more dis- 
satisfaction in the Island where the cry 
of “Formosans in control of Formosan 
industry and agriculture” (a variant of 
the “Formosa for the Formosans” 
movement) has become insistent. 


There is much room for future co- 
operation between Formosans and for- 
eigners in the development of a sugar, 
as well as many other native indus- 
tries. On the success of this industry, 
next to camphor, will depend the credit 
of Formosa abroad, her ability to buy 
manufactured goods and capital equip- 
ment. An annual exportable surplus 
of over half a million tons of refined 
sugar should provide Formosa with 
adequate exchange resources to attempt 
a@ more energetic approach to indus- 
trialise the country 
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conversion—at the moment the tical 
has fallen to about 65 to the pound 
sterling.. The Siamese Government has 
intimated that payment for exports of 
rice to India will be requested in 
sterling or U.S. dollars with effiect 
from July this year. 

The rapid rehabilitation of the 
Siamese rice-growing industry can 
be gauged from the following figures. 


The average exportable surplus for 
the five years preceding 1942 was 
1,200,000 metric tons. For the last 


four months of 1945 exports amount- 
ea to 96,000 tons; for 1946 they reach- 


ed 425,000 tons; in 1941 they were 
385,UCU tons and tast vea: they to- 
~alled 812,900 tons. For the period 


trom September 1945 to the end of 
1947 exports were handicapped by in- 
ternational agreements the terms of 


which were impossible to fulfil. The 
difficulties encountered in efforts to 
fulfil the terms of those agreements 


have now been overcome and it can 
be said that production and _ export 
are now proceeding as smoothly as 
they can. 

From the end of the war until the 
end of 1848 Siam’s rice exports went 
to:--Melaya, 392,000 tons; Hongkong, 
189,000; Borneo and Sarawak, 59,000: 
Indonesia, 192,000; India, 223,000; 
UNRRA, 147,000; Philippines, 137,000; 
China, 314,000; and Korea, 44,000 tons. 

In Siam the rice is produced 
very largely from small holdings 
where mechanical equipment is 
not suitable. Extensive irrigation 
channels are necessary and_ the 
smallholder depends on his _ buf- 
faloes and cheap locally-made ploughs 
for his cultivation. Extensive Gov- 
ernment assistance to the peasant cul- 
tivator was given in order to stimulate 
production immediately after the war 
when the shortage of rice was acute. 
At the same time the British and 
American Governments assisted the 
Siamese Government by providing 
railway rolling stock and river craft 
with which to transport the paddy 
trom the countryside to the mills in 
Bangkok. The full benefits of such 
assistance are now being reaped. 

Consuming countries are still com- 
plaining of the inferior quality of 
some of the rice received from Siam. 
Energetic efforts are however, being 
made in Siam to remove grounds for 
complaint. These are designed to pro- 
duce large quantities of an even, 
moderate grade rice suitable for ration 
issues rather than a quantity of high- 
grade rice with the balance made up 
from lower grades. 

The Siamese authorities are hope- 
ful of some improvement during the 
current year but they point out that 
it is next to impossible to persuade 
millers to depart from existing milling 
practice and the Government is ap- 
parently unwilling or unable to com- 
pel them to do so. However, steps 
have been taken to set up an-arbitra- 
tion board for the settlement of claims 
for inferior quality rice which is ship- 
ped on international allocation. This 
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Progress in Siam’s Trade 


An encouraging factor in the econo- 
mic outlook for Siam, based on an 
appraisal of conditions in November 
znd December, was the high level of 
rice exports, with shipments of more 
than 74,000 metre tons in each month. 
A noticeable reticence in _ business 
circles in November, resulting from 
disturbed political conditions, gave way 
under a somewhat eased political 
situation in December, when the 
holiday spiriit stimulated retail trade. 


Rubber prices, which sagged late in 
November, strengthened somewhat 
during December. Secondary exports 


to the United States continued an up- 
ward trend through the 2-month 
period. Departure in November of a 
Siamese trade mission to the United 
Kingdom, Switzerland, Germany, and 
the United States strengthened hopes 
of rehabilitation of the Royal Siamese 
Railways, and prospects that Siam’s 
foreign population might increase as 
a result of developments in China 
tended to increase import demand for 
some classes of goOds and gave im- 
petus to building and_ construction 
activities, Interest was sustained in 
resumption of trade with Japan, al- 
though many details remained to be 
worked out with regard to actual 
transactions sanctioned under the trade 
agreement. The most important de- 
velopment ot late 1948 was the im- 


position of import controls, affecting 
chiefly autoraobiles and motorcycles, 
toys, cosmetics, and luxury foods of 


particular interest to foreigners’ in 


Siam. 
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Progress of Export Programs:—A 
total of 74,722 metric tons of rice 
exported in November marked a con- 
siderable increase over October ship- 
ments of 58,000 tons. Despite the fact 
that considerable amounts of rice were 
held up-country awaiting shipments 
during Ncvember. December’ exports 
amounted to 74,206 tons. Lack of ade- 
quate rail transport is a _ disturbing 
factor in Siam. About December 15, 
nearly 300.000 bags of rice were at 
up-country railheads awaiting ship- 
ping facilities. However, since 75 per 
cent of Siam’s rice is shipped by river 
boats and harvesting had begun in 
the Bangkok section, Siam exported 
a large amount of rice. Actual ship- 
ments of rice for the year 1948 totaled 
810,000 tons, or nearly two-thirds aver- 
age annual pre-war exports. A late 
November decline in rubber prices in 
both New York and Siam _ caused 
considerable apprehension in Siam’s 
rubber trade, In some instances losses 
occurred because many dealers had 
made forward purchases, expecting 
firm futures if not increased prices. 
The 4rst decline created. a rather 
active ‘market, but continued 
declines brought about hoarding 
against prospects of a sharp price in- 
crease after the beginning of the new 
year. Prices at the end of November 
were 5.25 to 5.35 baht per kilogram, 
or about 1.75 baht lower than in the 
middle of the month. Prices recovered 
considerably in December when ship- 
ments were as large as those in No- 
vember, when 6,444 metric tons were 
exported. Direct rubber shipments to 
the United States were lower’ than 


Board includes representatives of the 
Government and shipping agents who 
are experts on rice qualities. It is 
hoped that this Board will restore pre- 
war shipping standards, 

The pre-wer rice trade of Siam was 
on a keen competitive basis and very 
high standards of quality were insist- 
ed upon. The deterioration in quality 
which has taken place is partly due 
to monopolistic trading and the de- 
mand for rice exceeding the supply. 
Producers and millers are being con- 
stantly reminded that a return to the 
pre-war trading methods may not be 
long delayed and are being urged to 
improve their product in every pbos- 
sible way. 

Ninety per cent. of the rice milling 
business in Siam is in the hands of 
Chinese who are keen business men. 
The mills are not so modernly equip- 
ped as they might be but it is pointed 
out that new modern machinery is 
difficult to obtain. The keen com- 
petitive basis of the rice trade pre- 
war when supplies ‘were plentiful has 
not been forgotten by these Chinese 
millers who, while exploiting the pre- 
sent conditions of supply and demand, 
are not blind to a_ return to the 
pre-war competitive conditions, when 
shipment will demand high-grade pro- 
ducts. 


At the moment the Government is 
slightly embarrassed by the hugh 
quantities of rice that are available for 
sale and its Rice Purchasing Office has 
found itself short of local currency 
with which to finance these purchases 
which it is compelled to make. It 
is likely, however, that this is only a 
temporary phase and will soon pass as 
more local currency becomes available. 


Unfortunately for the rice consuming 
ccuntries the same story of increasing 
production is not possible fronr Burma 
which was the largest pre-war rice 
producer and exporter. During the 
first quarter of this year Burma ship- 
ped about 450,000 tons of rice against 
her haif-yearly commitment of 800,- 
000 tons. Internal strife in that coun- 
try is seriously interfering with the 
collection and transportation of paddy, 
from the cultivators to the millers in 
the Rangoon area and it is estimated 
that for the next three months ex- 
ports will fall far below the balance 
figure of 350,000 tons. Rice ships have 
recently left Rangoon with holds al- 
most empty. The unfortunate fact, in 
this situation is that unless the rice 
is shipped immediately large quanti- 
ties will deteriorate owing to the rains 
which will begin soon, 
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those to Malaya during the late months 
of the year, chiefly because of winter 
monsoon conditions on the east coast 
of the Siamese peninsula, which cur- 
tailed loading activities at the port of 
Songkhla, thereby making more 
feasible larger shipments by rail to 
Malaya. Exports of tin ores amounted 
to 121 metric tons in December, com- 
pared with 739 tons in November. 
Secondary exports to the United 
‘States were valued at US$847,487 in 
December, compared with $658,552 in 
November, and $318,946 in October. 
In the December trade, seedlac ac-~ 
counted for $418,947 ($237,450 in No- 
vember); wolfram ore, $147,833 
($38,085 in the earlier period); hides 
and skins, $88,435; shellac, $84.507. 
Precious and semiprecious stones de- 
clined from $119,760 in November to 
$42,866 in Decemher. 


Trade Expansion:—Although Siam 
‘continued to show interest in revival 
of trade with Japan, it remained to be 
solved how there could be initiated a 
larger program to import relative- 
ly expensive railway stock and equip- 


ment unless the IEFC should allocate 
large shipments of rice to Japan, or 
the Tin Committee permit exports of 
tin metal to Japan. Available export 
surpluses of dried beans, hides, coco- 
nut oil, and other secondary products 
would not go far toward paying ‘or 
proposed imports. Imports from Japan 
not offset by exports to that country 
would have to be paid for in United 
States dollars, which would cause a 
drain on Siam’s dollar resources. 
Local demand for consumer goods was 
maintained through the November- 
December period. A few new residents 
actually reached Bangkok, and there 
were prospects that more would come, 
both in a private capacity and as re- 
presentatives of United Nations or- 
ganizations, Inquiries regarding 
housing, hotels, and business oppor- 
tunities increased interest in building 
and were partially responsible for a 
slight increase in retail price levels. 
Holidays on .December 5 and 6, in 
celebration of the King’s birthday, 
and on December 9, 10, and 11 as 
Constitution days, plus a long Christ- 


mas vacation period, cut down the 
number of working days in the month 
but stimulated a heavy retail trade. 

Import Control:—The immediate 
effect of the imposition of an import 
licensing system on a wide variety 
of luxury articles, effective December 
16, 1948, was an increase cf 15 to 25 
per cent in prices of many of the 
articles affected, and an increase oi 15 
to 10 per cent in prices of unaffected 
items, such as alcoholic beverages. Al- 
though the licensing system was in- 
troduced chiefly for the purpose of 
conserving foreign exchange for the 


.import of industrial equipment, it had 


been hoped by the Siamese authorities 
that the development would contribute 
to the lowering of living costs, the 
strengthening of the baht, and perhaps 
offer protection to some local indus- 
tries such as those of soap, cosmetics, 
and perfume manufacturing. Siamese 
Official estimates were that less than 
10 per cent of total import trade 
would be affected by the licensing 
system, and data available at that time 
gave substanee to these estimates. 
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